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FOREIGN INVESTMENT AND ARAB BOYCOTT 
LEGISLATION

TUESDAY, JULY 22, 1975

U.S. SENATE,
COMMITTEE ox BANKING, HOUSING AND URBAN AFFAIRS.

SUBCOMMITTEE ox INTERNATIONAL FINANCE,
Washington, D.C,

The subcommittee met at 10:08 a.m. in room 1224 of the Dirksen 
Senate Office Building; Senator Adlai Stevenson, chairman of the 
subcommittee, presiding.

The chairman announced that Mr. Packwood was necessarily absent 
because he was attending a meeting of the Senate Finance Committee.

Senator STEVENSON. The meeting of the Subcommittee on Interna 
tional Finance will now come to order.

This morning we continue our hearings on foreign investment and 
Arab boycott legislation.

These hearings began more than a year ago. No legislation has been 
reported.

Since the hearings first began, there have been a number of changes. 
OPEC monetary surpluses have accumulated. Evidence of Arab boy 
cott pressures has mounted.

In 1974 the monetary surpluses of the oil producing states rose to 
$fiO billion. The dimensions of those surpluses this year and next are 
in doubt. But another oil price increase is probable in the near future.

This mounting wealth in Arab States brings with it, of course, :i 
vast increase in power.

For 1974 as a whole, U.S. firms reported 785 transactions involving 
$J>4> million of exports which they had asked to apply with Arab boy- 
Itfft request. But for the first half of 1975 this is just the first half  
the number of such transactions had climbed to 1.996 involving well 

'over $-2(10 million in U.S. exports as opposed to U.i> million for all of 
1974.

The purpose of these hearings is to address this challenge to U.S. 
interests and U.S. principles.

The U.S. commitment to an open door policy assumes that others 
will do likewise. When they do not. it is time to reexamine our policy.

Our purpose is to encourage the free flow of goods and services 
in world commerce, and to discourage such restrictive practices as the 
Arab boycott.

Our first witness this morning is Mr. John Tabor, the Under 
Secretary of Commerce.

Mr. Tabor, you are welcome to either read this statement or, if 
you prefer to summarize it, in which case I would be glad to enter 
the full statement in the record.

(l)
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STATEMENT OF JOHN K. TABOR, UNDER SECRETARY OF 
COMMENCE

Mr. TABOR. Mr. Chairman, first of all, it is a pleasure to be here 
before you. I hope you will forgive a froggy throat, but I will attempt 
to communicate clearly with you.

Substantially, I would like to read the statement as is and I cer-. 
tainly want to make myself very fully available on questions to the 
Chair and the members of the committee.

At the outset, Mr. Chairman, I would like to state that the Depart 
ment of Commerce opposes, as does the U.S. Government, the Arab 
boycott and the Department of Commerce fully supports the declara 
tions of policy which are well expressed in the existing Export Admin 
istration Act covering this and other boycotts.

I would also like to state at the outset, Mr. Chairman, Commerce's 
wholehearted support of the President's statement in February that 
commercial discrimination based on religion or race has no place in 
the United States and that U.S. Government instruments will not 
be used to aid or abet such a rationale or religious discrimination.

But, recognizing, as we do, these broad and very sound principles, 
we want very much to comment on the particular pieces of legislation 
which your committee now has under review.

If I may, I would like to comment first on S. 951' and Senator 
Williams' amendment to S. 425, as both would impact on the Arab 
boycott situation.

I will then turn to the broader issues of foreign investment addressed 
in S. 425, S. 995 and S. 1303.

Speaking first, Mr. Chairman, about S. 053. this bill contemplates 
four changes in the Export Administration Act of 1960.

First, sections 3(5) (A) and 3(5) (B) of the act declares that tin- 
policy of the United States is:

(A) to oppose restrictive practices or boycotts fostered or imposed by for 
eign countries against other countries friendly to the United States, and (B) to 
encourage and request domestic concerns * * * to refuse to take any action * * ' 
which has the effect of furthering or supporting * * * (such restrictive practices 
or boycotts).

S. 953 would extend the scope of the above declarations of 
to include restrictive practices or boycotts against U.S. concerns as 
as "other countries friendly to the United States."

Second, S. 953 would amend section 4(b) (1) of the act that requires
* * * that all domestic concerns receiving requests for the furnishing of in 

formation or the signing of agreements as specified in * * * (section 3(5) of the 
act) *   * must report this fact to the Secretary of Commerce for such action 
as he may deem appropriate to carry out the purposes of that section.

That is the present language.
S. 953 would amend the act to read "* * * for such action as the 

President may deem appropriate * * *" thereby transferring the 
authority from the Secretary of Commerce to the President, who could 
then delegate it as he saw fit.

The third amendment contemplated by the bill would require U.S. 
concerns, when reporting on boycott requests such as those described 
in the declarations of policy, to include:



Any other information which the Secretary (of Commerce) may require 
regarding such request and intended compliance therewith * * *

This provision makes somewhat more specific the discretionary 
authority currently assigned to the Secretary of Commerce.

Finally, and this is the focus of the major interest we have, S. 953 
would amend section 4(b) (1) of the act to provide that boycott re 
quests received by domestic concerns should be reported:

* * * for such action as the President may deem appropriate to carry out 
the purposes of that section, including the curtailment by any United States 
concern of exports to, investments in, or any other economic transactions 
with countries which impose boycotts or engage in restrictive trade practices 
as presently in effect.

As presently drafted, section 4(b) (1) does not specify or illustrate 
the kind of action which the President might take to deal with a boy 
cott.

Mr. Chairman, it is our view that under fhe foreign policy pro 
visions of the Export Administration Act the President currently' 
has the authority to curtail exports from the United States to cope 
with a boycott.

Accordingly, the proposed reference to curtailment of exports is 
merely illustrative of present authority and in our opinion is un 
necessary.

The specific reference to other measures such as curtailment of in 
vestments in, or any economic transactions with, countries imposing 
boycotts gives us in the Department of Commerce particular diffi 
culty.

As you know, such authority exists under section 5 (b) of the act of 
October 6, 1917, and was in fact exercised in 1968 to restrict U.S. in 
vestments abroad on balance-of-payments grounds when President 
Johnson established by Executive order the foreign direct investment 
program that has been terminated as of the beginning of January of 
1974.

We question the. wisdom of enlarging the scope of the Export Ad 
ministration Act to provide authority going beyond the regulation of 
exports.

The amendments contemplated by S. 953 are obviously aimed at the 
secondary boycott imposed by the Arab nations against firms in third 
countries undertaking activities which the Arabs consider as contribut-

»ig tcrthe economic and defense capabilities of the State of Israel. 
Kv'en though, under the language of the bill, the authorities pro- 

. iiled by the four amendments are discretionary, we have reservations 
about the effect of their enactment.

In addition to the reasons noted above, enactment of this bill could 
place the United States in an undesirable posture in relation to the 
Arabs at this moment when we are making strong efforts to achieve a 
peaceful solution to the Middle East situation.

Mr. Chairman, we believe, S. 953 is unnecessary as to control of ex 
ports for foreign policy reasor.s and unwise as to control of investment 
or other economic actions.

We have grave doubts as to the timing of the action proposed because 
of the negotiations now proceeding.

There is also a Presidential review underway. We expect it to result 
in recommendations and actions and we believe it wiser to await the



results of this Presidential study, before undertaking new legislative 
initiatives.

Let me turn to the boycott amendment to S. 425.
The proposed amendment would, in effect, and with specified exten 

sions and exceptions, prohibit the acquisition of substantial equity 
interest in U.S. companies or, alternatively, could lead to divestiture 
of such interest or the voting rights of such investors on the part of 
foreign investors who, within 1 year, have taken actions to discriminate 
against any U.S. company, or person, because of the latter's dealings 
with the government or a resident of any country with whose govern 
ment the United States had diplomatic relations.

The basic principle underlying U.S. investment policy has always 
been an open door to and national treatment of, foreign investment.

This amendment would represent a very fundamental departure 
from that liberal policy, based solely on our disapproval of certain 
foreign government policies. This is something we have never done 
before.

The effect of enacting this amendment would be potentially to ex 
clude virtually all equity investment in the United States by Arab 
countries.

At a time when the Arab countriM are receiving vast inflows of 
capital which their economies cannot absorb, the adverse effects of 
such legislation on the recycling of such transfers could be serious.

The language of the proposed amendment is designed to protect 
the interests of governments and residents of friendly countries.

It may be appropriate here to recount briefly the operation of the 
Arab boycott.

As you know, the boycott has its origins in the long-standing Arab- 
Israeli dispute resulting from the creation of the state of Israel in 
1948.

The boycott has worldwide application and is, by no means, directed 
only at U.S. interests. It operates both as a primary boycott aimed at. 
preventing direct economic relations between Arab States and Israel, 
and as a secondary boycott by seeking to influence firms in third coun 
tries not to establish certain types of relationships with Israel.

In that context, it generally is applied to firms undertaking activi 
ties which the Arabs consider as contributing to the consolidation of 
the economic and defense capabilities of Israel, with which the Arab 
nations are in a state of conflict. v 1

Thus, it is possible for firms to trade with the state of Israel and withl| 
Arab countries as long as the involvement with Israel does not reach 
a level which the Arabs consider to be beyond normal commercial 
activities.

This is illustrated by the types of questions generally contained in 
most Arab boycott questionnaires sent to firms with which the Arabs 
contemplated doing business.

Such questionnaires typically inquire:
1. Do you have main or branch factories, assembly plants, or joint 

ventures in Israel ? . .,
2. Do you hold shares in Israeli companies?
3. Do you provide technical assistance or consultative services to 

Israel ?



4. Do you maintain general agencies or main offices in Israel for 
Middle East operations ?

5. Do you license technology to Israel ?
6. Are you prospecting for natural resources in Israel?
7. Are you acting as the principal importer or agency fo.' Israeli 

goods?
The enactment of the amendment would be interpreted by the Arab 

countries as a shift in U.S. foreign policy and could jeopardize on 
going efforts at achieving a peaceful settlement of the Middle East 
situation.

We continue to believe very strongly that the only viable means of 
completely ending the Arab boycott he in the conclusion of the state 
of conflict which prevails in the Middle East and a settlement of the 
underlying issues which prompted it.

Chances for such a settlement could be jeopardized by the enact 
ment of this amendment.

Enactment of this amendment, moreover, would not put an end 
to the economic sanctions against the state of Israel. There is every 
likelihood that the Arabs would, and could, find other uses for their 
capital, if they were deprived of investment opportunities in the 
United States.

It should be noted that no other country in the world has enacted 
any legislation opposing the Arab boycott of Israel. The Arabs could, 
therefore, be expected to invest in other capital markets.

As to S. 425. S. 995 and S. 1303, the Department has previously 
testified on S. 425 befon- the Banking Committee's Subcommittee on 
Securities on March 4, 1975. and on S. 995 and S. 1303 before tne 
Commerce Committee's Subcommittee on Foreign Commerce and 
Tourism, and our v: ews respecting these bills remain unchanged.

S. 425 would amend the Securities Exchange Act to require resi 
dence, nationality and other additional information on beneficial 
owners after acquisition of over 5 percent of the shares of a publicly 
traded corporation.

It would also require advance filing by foreign investors acquiring 
5 percent or more of the equity of a U.S. company with assets exceed 
ing $1 million.

Such acquisitions would be subject to Presidential review and dis 
approval, if found adverse to the U.S. domestic economy, foreign 
policy, or national security.

There are provisions for nullification of acquisitions, freezing of 
voting rights and divestiture.

S. 995 also proposes an investment review procedure, in this case 
to be carried out by the Secretary of Commerce, and limited to foreign 
government investmentr.

In the case of investments amounting to 1 percent of the equity 
or debt obligations of U.S. firms with assets over $100 million, or real 
estate investments of $4 million, the Secretary would make a national 
interest determination within 9 months, the criteria being the fulfill 
ment of developmental capital needs or employment expansion.

There would be a 60-day waiting period after approval. The Secre 
tary would make a determination within 60 days in the case of invest 
ments in smaller firms or lesser real estate investments.



Foreign government investments would be barred in communica 
tions and defense industries.

The Department of Commerce opposes enactment of S. 425 and 
8. 995 because they represent a substantial departure from our tradi 
tional open door policy on foreign investment which has brought great 
benefits to the United States.

I believe Assistant Secretary Parsky will develop that point in 
considerable depth.

I fully appreciate the concern expressed through the proposed legis 
lation over the effects of recent and anticipated foreign direct invest 
ments on our national security and on our national economy.

On the basis of data currently available, we have no reason to believe 
they represent a threat to our security or that there is any movement 
toward foreign control of our economy.

Unwarranted restrictions on foreign investments invite retaliation 
against our sixfold larger investments abroad. They interfere with the 
most efficient exchange of the world's economic resources. They inject 
governmental judgments into private enterprise operations. They 
create vast and expensive bureaucracies.

The imposition of investment controls here would militate against 
our continued leaders!. , in international efforts to liberalize trade, 
investment, and financial flows.

Restrictions will deter beneficial foreign investments here that could 
contribute importantly to domestic economic growth and employment 
and provide new technology and new, better and cheaper products fc- 
the American public.

I observed earlier, Mr. Chairman, that the urgency of the need for 
th? type of action proposed by these bills has not been demonstrated.

Before commenting further on the issue, I would like to summarize 
the provisions of S. 1303.

It establishes a Foreign Investment Administration in the Depart 
ment of Commerce to collect and analyze information on foreign 
investments in the United States.

It requires the reporting of any foreign investments in companies 
where shares are publicly traded which result in 5 percent or more 
direct or indirect ownership by the foreign investor.

Moreover, it requires reporting of investments in companies whose 
stocks are not publicly traded and have assets of $3 million or more 
which result in 10 percent foreign ownership and in real estate exceed 
ing $50.000 in value.

Additionally, investments in U.S. Government securities exceeding 
$1 million must be reported.

These reports, which are to contain details on the investment and 
the name and nationality of the investor, are also required, respecting 
investments in the form of loans, long-term contracts, or ownership of 
property which provide or could provide a foreign investor predomi 
nant influence in company management or operations or property 
ownership valued at overijd million.

The Secretary of Commerce would publish quarterly reports, in 
cluding information on aggregate foreign investment trends, and a 
list of transactions.

He would make an annual report which would contain a detailed 
analysis of the previous year's investments, together with policy 
recommendations.



When the Department of Commence testified on S. 1303, we stated 
that there was much in the proposed legislation which was appealing, 
because it sought to fill an information gap while withholding judg 
ment that there is a need for a case-by-case reviev: by the Government 
of proposed investment transactions.

Wo recognized there was a broad consensus that the American 
people and the Congress need to be informed both of general develop 
ments respecting foreign investments in the United States and of 
major specific investment activities involving national security or 
national interest considerations.

Information on foreign investments in the United States is needed 
by the Congress in the formulation of legislative proposals in the 
investment field; and also by the executive branch which has similar 
needs to fulfill its policy formulation and program implementation 
requirements.

Balanced against thes<"> needs are the basic principles of minimum 
governmental interference with private business activity and of pro 
tection of business from revelation of confidential information essen 
tial to legitimate business activity.

Added to these considerations are the administrative costs of any 
extensive data-gathering, analysis, and reporting program and the 
corresponding cost to business of complying with such a program.

If there were a clear and demonstrable present danger to our na 
tional security or our national interest, we could understand the need 
for establishing a rigorous and costly investment monitoring regime 
such as the amendment purposes.

However, we do not believe that the magnitude of current and near- 
term foreign investment represents a threat which warrants thi.; 
response.

There is no question that our information gathering efforts need 
to be improved; but there is little reason to believe at this time that 
major transactions of national significance have been or will be con 
summated without our notice.

I base that, Mr. Chairman, on two major efforts underway to im 
prove our store, of information, to analyze such information, and to 
improve oui data-gathering mechanisms.

First, we are well advanced in our studies of aU aspects of foreign 
direct investment in the United States called for by Public Law 93- 
470. the Foreign Investment Study Act of 1974.

We sKall be supplying an interim report to the, Congress in late 
October and a final report at the end of April 1976.

The Treasury Department is preparing a parallel study on portfolio 
investments.

In addition to our statistics survey based on mandatory responses 
to thousands of questionnaires mailed out early this year by our Bu 
reau of the Census, we shall have a qualitative analysis respecting 
the motivations for foreign investments in the United States, their 
techniques, 'heir economic effects, and the comparative policy and 
legal climate affecting inward foreign direct investments in this'coun- 
trv and other host countries.

I should like to point out that the thrust of the study is not simply 
factual not merely a recital of what has happened in the past  
but. rather, it looks'ir.to the future.
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The real concern at this time is not so much with investment in 
creases reflecting general commercial considerations as with those 
that have occurred or are likely to occur in connection with the re 
cycling of petrodollars, the impact of the quantum jump in energy 
costs, and the interest in greater access to and use of our national 
resources by foreign-controlled companies here.

In addition to the study which Congress mandated to May 7 of 
this year, the President issued Executive Order 11858 establishing a 
high-level Interagency Committee on Foreign Investment in the 
United States to survey investment developments to ascertain their 
potential impact on our national interest, and to take appropriate 
actions consistent witli our policies and laws where specific investment 
plans indicate reason for concern.

A central element of the program is government-to-government 
consultations to insure that government investments from abroad 
are not adverse to our national security interests.

The Executive order also requires the Secretary of Commerce, 
through an office which is established to collect and analyze data on 
foreign investment in the United States; to improve procedures for 
the collection and dissemination of such data; to observe closely for 
eign investments here; to prepare reports and analyses of trends and 
developments; to evaluate significant investment transactions; and 
finally to submit reports, analyses and recommendations to the com 
mittee created by the Executive order.

Pursuant ro this Executive order a special "Office of Foreign Invest 
ment in the United States'* has been established, and its staffing and 
program planning are well underway in the Department of Com 
merce.

Its first order of business has been to work jointly with a man 
agement consulting firm to develop procedures to rationalize the data- 
gathering efforts of the Federal agencies on foreign investments in 
this country and to develop a system for prompt delivery of useful 
data to the Office.

We in Commerce are confident that the programs which I have 
just outlined will provide the Congress and the executive branch 
with adequate information on which to make national policy decisions 
in the foreign investment field.

On this basis we are opposed to the enactment of S. 1303 as being 
not, only unnecessary but undesirable.

Mr. Chairman, I thank vou, and I stand ready to answer any ques 
tions you or the members of the committee may have. 

Senator STEVENSON. Thank you. Mr. Tabor.
I think we ought to start by clarifying the intention of S. 425. It 

is not ^iear from the present dmftimr. but ns T understand it, the 
author of that legislation was attempting to address th» secondary 
boycott situation in which the foreign government prevents a U.S. 
concern from doing business in the foreign country if it does business 
with another U.S. concern.

The intention of S. 425,1 am told by its author, was to address the 
secondary boycott situation, That is not clear from the language.

The Arab government, for example, which says to IBM you can't 
do business in our country if you do business with some other U.S. 
concern.
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 Now, with that understanding of the intent, which I grant you re 
quires clarification in the language, would your views remain the 
same ?

Mr. TABOR. Well, Mr, Chairman, as I understand S. 425, and also 
the secondary boycott doctrine here involved, the secondary boycott 
operates when a company in this country has dealings or activities 
whi"h substantially strengthen the military or economic capacity and 
v ~,ility of the State of Israel.

I think the primary boycott is aimed at restricting commercial ac 
tivities between the Arab nations and the State of Israel. The sec 
ondary boycott is directed at U.S. firms, European firms, or Asiatic 
firms who are neither allies of the Arabs nor Israeli, but which have 
engaged in commercial relations which the Arabs believe contribute 
to the economic or defense capabilities of the State of Israel ... it is 
an attempt to make firms in third countries such as the United States, 
not involved in that war directly, observe so that they cease from giv 
ing the kind of economic assistance which would strengthen the State 
of Israel.

That is what I understand the secondaiy boycott to be.
I had not heard or read or seen any evidence of the description that 

you have given. I surely have not heard of the Arabs attempting to 
pi-event one U.S. firm (call it X) from purchasing any and all goods 
or services from another U.S. firm (call it Y) which is blacklisted. 
I have heard of the Arabs attempting to prevent our U.S. firm (X) 
from selling goods to the Arabs which X manufactured using goods 
or services purchased from Y which is blacklisted.

Senator STEVENSON. Page 2, starting at line 2.
Mr. TABOR. This is of 425 ?
Senator STEVENSON. This is the amendment to 425. It says the 

President shall prohibit any investment if he determines I am para 
phrasing that the foreign investors lias caused or attempted to cause 
any U.S. company with respect to its business in any country not to 
do business with any person.

Then it expressly excepts a rountry with which such foreign inves 
tors does not have diplomatic relations.

It is very confusingly drafted, to say the least. I am having a little 
trouble myself.

Mr. TABOR. Naturally I agree, perhaps it could be cleaned up.
Senator STEVENSON. But assuming that you srp f the language 

straightened out and that it applies only to a foreign country which 
boycotts, not countries, but a U.S. company because it does business 
with some other U.S. company which in turn does husine-s in Israel, 
would your views remain the same about this amendment?

Mr. TABOR. As I said earlier, Mr. Chairman, I don't read the act as 
doing that.

Senator STEVENSON. No; but this is something that the act doss 
which I am told is the, intention of its author.

Mr. TABOR. We also have not seen any evidence of inquiries, for ex 
ample, in all of the information which is required under the preterit 
law to be filed.

There has not been that kind of request either for information or 
for action by the Arab countries.
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So that it is something that we just haven't seen in action and I 
am not sure that we ought to be legislating for problems for which 
we don't have current evidence to the best of my knowledge.

Senator STEVENSON. Mr. Tabor, you alluded in your testimony to 
what I think you said were typical Arab quest onnaires.

Mr. TABOR. Yes.
Senator STEVENSON. Does the Arab boycott have standard question 

naires or are there a variety of different questionnaires depending on 
the country that is involved or other factors ?

Mr. TABOR. I will ask Mr. Hu'I, the assistant general counsel, to sup 
plement, and Mr. Hale also, to supplement my answer on this tor 
the chair.

It is my understanding C .;t one of the things that does occur is that 
either by law or regulation in some of the Arab countries they re 
quire certain things to be determined by private companies operat 
ing in those countries when they deal in the attempt to enforce the 
secondary boycott with companies in third countries such as ours.

Is there a standard list of questions? Mr. Hale, who is the director 
of the Commerce Action Group, Near East, so-called CAGNE. Mr. 
Hale.

Mr. HALE. I wou'd believe the seven questions in the testimony 
could be viewed, as standard. Many of the various Arab countries 
supplement these, or take some, of them off under various circumstances. 
But to the best of our knowledge the standard questionnaire would 
include questions of this type.

In a transaction where a couple of these questions might be totally 
irrelevant, say questioning a firm that is obviously purely just an 
export manager, they won't get into the investment questions since 
the firm would not have any reason to have any investment.

But generally speaking this would be the standard form as requested 
by the boycott office in Damascus requesting the member countries of 
the Arab League to raise these questions.

Senator STEVENSON. I ask that question because a company in 
Illinois, Belvedere Products, Inc., sent me a copy of the questionnaire 
which it had received, and I raise it now because it is relevant to the 
question we were discussing earlier about the relationship between 
U.S. companies and the restrictive practices of foreign governments 
with respect to companies that do business with other U.S. companies.

These gentlemen have indicated that they are willing to have this 
correspondence, including the questions, made public.

So, without objection, I will enter this letter to me from Mr. Ted 
Cowen of Belvedere Products in the record along with the question 
naire which he received dated March 27, 1975. from the league of 
Arab States, Secretariat General, Damascus.

This company. I should say at the outset, was sold by Revlon. And1 
Revlon apparently is a company on the boycott list.

This company which was sold by Revlon was trying to get off the 
boycott list.

In response to its efforts to get off the boycott list, it was asked, 
among other tilings, to supply the following information : n document 
showing the names and rationalities of the company's shareholders; a 
statement showing the names and nationalities of the, company's 
board of directors; a document showing whether the company con-



tinues to have any dealings with Revlon; a declaration showing 
whether the company participates or owns shares in Israeli firms or 
businesses outside or inside Israel; a declaration showing whether the 
company represents any Israeli firm or business in Israel or abroad.

Mr. TABOR. Could you read that again, Mr. Chairman, a declaration ?
Senator STEVENSON. The last one, a declaration showing whether the 

company represents any Israeli firm or business in Israel or abroad.
They don't make it clear what they mean by Israeli firm outside or 

inside Israel, with business in Israel or abroad.
This goes beyond the kind of information that you were alluding to 

earlier.
Is this a special kind of situation? It is slightly different from the 

context we were discussing earlier.
In this case the company is trying to get off the list. It was on 

because it had been a subsidiary of Revlon.
Mr. TABOR. Mr. Chairman. I am delighted to have that called to our 

attention. I do have a couple of comments. I would distinguish between 
requests concerning nationality and those concerning national origin. 
I think it is repugnant that they should inquire about the national 
ethnic origin of any board member, any stockholder, anybody. This 
would discriminate between Americans on the basis of their ancestry 
or their place of birth. I think we are all in this country totally op 
posed to that. We must also distinguish between questions regarding 
"Israeli" ownership or control of a firm and questions that would 
inquire about "Jewish" ownership or control.

I would like to just note, Mr. Chairman, that when we learn about 
that kind of repugnant inquiry which involves the national origin 
or the religion or the rare of individuals as opposed to inquiries 
designed to determine whether a company is owned or controlled by 
Israeli nationals, or is heavily involved in contributing to the economic 
development of Israel, we report such inquiry to the Departments of 
State and Justice.

Recently, Mr. Chairman, we had just such a report from a company. 
\Vf took it through diplomatic channels to the very high levels of the 
frovernment involved and the result of that wa« that there was a clear 
determination and a statement by the Arnh country involved that this 
was not consistent with +hat country's policy and that it was not con 
doned and not approved and that they would do what they could to 
cure the situation in the future.

I do think our experience is that such ethnic or religious inquiries 
are isolated actions by overzealous Arab individuals other than rep 
resentative of Arab policv in admini=terins the secondary boycott.

Obviously, this was. as I understand it. Revlon was on the blacklist. 
Here is a company that was attemntinnr to w,t off the blacklist or get 
away from that company which wns blacklisted for whatever reason.

Senator STEVENSON. Well, we will certainly refer this particular 
mfitter to you.

We do have evidence of other similar situations.
I have a telegram from another company located in Chicago which 

indicates that a subcontractor's contract with a manufacturer supply 
ing bus seats for General Motors buses to be sold to Saudi Arabia was 
canceled after General Motors raised the question of whether the sub 
contractor was blacklisted.
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Apparently that was a question raised by General Motors of the 
seat manufacturer in response to what concerns or pressures we don't 
know.

The contract with the subcontractor was canceled by G.M.'s sup 
plier, evidence again of an effective secondary boycott against U.S. 
firms.

Mr. TABOR. Secondary boycott and action between firms within the 
United States.

Senator STF.VKNSON. Yes. It may not be clear, but that is one of the 
concerns of S. 425. What law is there to discourage such practices and 
protect such companies? Should we do nothing:? Should we just rely 
on case-by-cape action by Commerce and the State Department?

It sounds like on the basis of the evidence we have these situations 
are not isolated or unusual. We do have others, as I mentioned.

Mr. TABOR. Well, I think, Mr. Chairman, the, question raised by S. 
425 is what action does one take. Clearly the action of involving na 
tional origin and race is repugnant and we will do what we have done 
in the past as soon as those aro brought to our attention. And I think 
we are having success.

In terms of the issue before us in S. 425, the question is whether we 
should expresslv either mandate or make permissive the power of the 
Department of Commerce to impose export controls in that situation.

The burden of our testimony is that in terms of authority, if this 
is a foreign policy question, and I believe that it is, that authority 
already exists for the Department of Commerce to exercise that au 
thority should it determine that that is the appropriate thing to do.

So that the need for S. 425 is not really there. The authority already 
exists.

Now, when you come on to the next question as to whether the ex 
ecutive branch through Commerce and we obviously act in these for 
eign policy areas in consultation with State as well as other interested 
Departments whether we ought at this point to interject export con 
trols to deal with that aspect of the embargo or boycott, this is a very 
sensitive question at thi= particulartime.

It is our best judgment that it is not advisable at this particular 
time either through Executive decision or through a congressional 
grant of authority or throusrh a congressional mandate of a duty to 
require that action or take that action at this time.

Senator STBVKXRON. Well, what would your opinion be about legis 
lation to simply make such discriminatory practices as we have re 
ferred to by one U.S. company against another illegal ?

Mr. TABOR. Well, that is something that I would certainly want to 
give some careful thought to. to determine the extent of that kind of 
activity. As I stated earlier, we have no evidence that the Arabs are 
seeking to have one American company boycott another, other than 
in the contact of the purchase by the Arabs of goods and or services 
from that particular companv.

Senator STEVKVSON. Wouldn't it help these companies withstand 
such pressures if it were a U.S. crime to accede to them ?

Mr. TABOR. Well. I think there aro a number of factors to weigh there 
that might help them withstand it.

It might cause the loss of that particular economic opportunity with 
the jobs involved as well.
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There is no necessity, when there is a refusal to comply with thest, 
requests, for the Arab purchaser to purchase from this country. And 
I think that is one of the aspects that we have to bear in mind. And 
enacting legislation to prohibit such a practice does not mean that 
the Arab conduct ceases. It just means that we may be excluding our 
selves from that particular market. In other words, the Arabs will 
purchase elsewhere.

Senator STEVENSON". Well. I understand that, but it seems to me that 
with little or no action, we simply encourage continuation of such 
restrictive trade practices.

There are analogies in our laws internally, laws such as the Robin- 
son-Patman Act. which prohibit certain discriminatory forms of eco 
nomic behavior. So to a degree there is precedent in the United States.

There is the pragmatic concern; the consequence might be to dis 
courage such pressures on the one hand; on the other hand there is 
the concern you mentioned, that it might simply lead to loss of busi 
ness that gets placed elsewhere.

My own way of thinking is that in such ambiguous circumstances 
we ought to side with principle and take some chances and in this case 
attempt to discourage such commercial practices instead of doing little 
or nothing, and apparently encouraging such pressures upon our own 
companies. And they are mounting, at least on the basis of the evidence 
that is available to vis, most of it from your Department.

Mr. TABOR. I would like to comment on that, Mr. Chairman, because 
at the very outset of your comments you noted tli.it increased reported 
dollar volume that is subject to the reporting requirement or has been 
reported, and also the increased number of reports that have come 
in.

 I think it is basically that increase that is the result of a much more 
vigorous enforcement by the Department of Commerce in the year 
1975 than in the year 1974 of the reporting law.

As you perhaps are aware, I think we have tried to keep you and 
your staff informed; beginning in early 1975 we sent out over 30,000 
notices to all exporters listed in the American International Trader's 
Index, reminding them of this law which they are required to comply 
with.

We also undertook to go hack against people who had previously 
been warned once of not complying with the law, and we found five 
violators.

We- brought clmr.fps against those. And that has all been in the 
newspapers. And I think it does stimulate compliance with the law 
nnd the increased reporting for those five.

Fonr of those five, incidentally, have consented tc the maximum 
fine and the fifth one is in contest with us.

But I think that those increased dollar volumes that you mentioned 
earlier do not necessarily reflect an increase in the intensity of the 
Arab effort. I think that thev clearly reflect an increase in the intensity 
of enforcement by the Department of Commerce and the much greater 
volume of renorts that we are now getting on the Arab boycott.

Senator STEVENSON. What do you do in cases of reported com 
pliance?

Mr. TABOR. Reported?
Senator STF.VENSON. Compliance with the Arab boycott.

58-527 O - 75 - ;
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Mr. HALE. At this point, Mr. Chairman, there is no legal duty on 
the Department of Commerce to do anything. At thib point it i8 not 
illegal in this country to comply with the Arab boycott request.

It is illegal for a company not to report that request to enable the 
Congress and the executive branch to know the state of the boycott, 
strength.

Senator STEVENS. It is not illegal, but it is contrary to the policy 
of the United States to participate in restrictive trade practices. It is 
U.S. policy to oppose such practices, and such policy is expressly 
stated in the Export Administration Act.

Mr. TABOR. That is correct. And, Mr. Chairman, in the literature 
which we have sent out, the notices, we not only reflect the Export Ad 
ministration Act policy, which is to discourage compliance, but the 
Secretary personally in the notice which goes out to the reporting firm, 
expressly states that he encourages and requests individuals and firms 
receiving such requests to refuse to comply with them.

Senator STEVENSON. And he also reminds the company that they are 
not prohibited from complying and that completion of the information 
in this item would be helpful to the U.S. Government, but is not 
mandatory.

Mr. TABOR. I think that is on item 10 of the reporting form.
Senator STEVENSON. That is item 10.
Mr. TABOR. All other aspects of this form are mandatory. And the 

provision which expressly states that the companies are not legally 
prohibited from complying is an accurate statement of the law. And 
it is preceded and followed by a request and encouragement not to 
comply.

Senator STEVENSON. Item 10 is the part which questions compli 
ance. We have not, will not comply, and so on.

Mr. TABOR. Yes.
Senator STEVENSON. Why shouldn't that part, item 10, which reports 

compliance or noncompliance, be made mandatory ?
Mr. TABOR. Well, I think it is conceivable that it could be made. I 

think the fact certainly can be in some cases that there may not be 
knowledge at the time that the request for compliance is received. 
There may not be a decision made by the company that it will or 
won't.

I arn sure some companies can make that decision very quickly and 
decisively. I think some others probably have a very difficult decision 
to make on exactly what the economic impact on them is going to be, 
and they may not know the answer at the time of reporting.

Senator STEVENSON. Well, they could, at the time of reporting, then 
say we have not decided.

Mr. TABOR. Many do. That is a very frequent response that we 
receive.

Senator STEVENSON. My question is twofold. First, why should these 
companies be reminded that this is not mandatory. And, second, more 
importantly, why shouldn't the reporting of such information as I 
have proposed be made mandatory ?

Mr. TABOR. I would answer that, Mr. Chairman, by saying that the 
law encourages noncompliance, but docs not forbid compliance.

The present law does not prohibit compliance and there is nothing 
illegal in the United States with complying with  
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Senator STEVENSON. We make the laws, and we are examining the 
adequacy of the law. That is not the issue. It is not what the law is 
now. It is what it should be.

I am asking whether we shouldn't at the very least mandate the 
supply of this kind of information about compliance or noncompliance. 

We were discussing earlier this question of how you discourage such 
practices. It doesn't seem to me this is a very effective means of dis 
couraging compliance 'with the boycott when the companies are not 
required to furnish the information on the forms.

Mr. TABOR. They are required, of course, to supply everything but 
their intended action.

Mr. Chairman, you posed the question with the revised law which 
would prohibit compliance.

Senator STEVENSON. That was one question. Prohibiting compliance. 
And, two, short of prohibiting compliance, to require reporting of 
compliance intentions. 

I will come to a third question in a moment. 
Mr. TABOR. Why should we not prohibit compliance? 
Senator STEVENSON. We have already discussed that one. At least 

mandate reports of compliance and noncompliance. Or other decisions. 
Mr. TABOR. Well, we do have the authority under the present law 

to prohibit, should we deem that to be in the national interest. In 
determining the national interest we must also consider foreign policy 
and economic consequences.

The Congress has three time, I think three times, declined to take 
the step of prohibiting firms from complying with boycott requests. 

Senator STEVENSON. You take the position that you have the author- 
itv now under the Export Administration Act, to do what? To pro 
hibit ?

Mr. TABOR. To prohibit compliance. It is within the broad powers 
of the Secretary under the Export Administration Act.

Senator STEVENSON. To prohibit exports in compliance with   
Mr. TABOR. To prohibit compliance with the boycott request. 
Senator STEVENSON. Have you ever taken any such action? 
Mr. TABOR. No; we have not. Based on two things. No. 1, the decision 

of the Congress which carefully considered this ir-sae I think on two, 
perhaps three occasions and decided that it would not make the pro 
hibition mandatory. And also based on discussions within the executive 
branch involving State and the other affected departments of Govern 
ment, we concluded on foreign policy and economic grounds that it 
was not appropriate to mandate noncompliance, although we do en 
courage and request firms not to comply.

Senator STF.VENSON. Do you have the authority in the bus seat case 
that I mentioned to prohibit the cancellation of the contract with a sup 
plier for bus seats as the result of pressure from some foreign govern 
ment ?

Mr. TABOR. Wre certainly don't on a single case basis, Mr. Chairman. 
We have no regulations which establish that. That would be absolutely 
at this point without due process and fair notice.

Senator STEVENSON. That is the point. I don't think you do have 
that power.

Mr. TABOR. I will ask General Counsel here for the Domestic and 
International Business Administration to comment on the scope of the 
authority we now have. Mr. Richard Hull.
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Mr. HULL. Mr. Chairman, the legislative history of the amend 
ments to the act in 1905, which lead to the so-called Arab boycott 
amendments, indicate that Congress initially wanted to make this pro 
hibition mandatory. And in view of the objections raised by the ad 
ministration. Congress agreed to provide us with discretionary au 
thority.

They did this by nu.'kiug several amendments to the act. So that 
we would l)e able to prohibit a firm from complying with a boycott 
request when that request led to an export.

That would not gio> us authority to interfere with decisions and 
contracting between companies which did not result in an exportation.

But we are empowered to prohibit the firm from answering a ques 
tionnaire and sending it bark to an Arab country.

There was ;>. specific amendment made to prohibit the exportation of 
information. And the legislative history indicates it was so we could 
prohibit a firm from answering the questionnaire, filling out an 
application.

Moreover, the President has the authority on foreign policy grounds, 
as the Under Secretary stated, to curtail exports. I think the legislative 
history bears out fully, that we were given discretionary authority.

Now. I don't know whether in the particular situation which you 
described, it would be possible to prohibit a cancellation of a contract.

Obviously there is an evidence problem, too. It would have to be 
shown that this cancellation of the contract was based on an Arab 
boycott request. But, more fundamentally, it would have to be linked 
in some way to an exportation.

Senator STEVENSON. Well, my bus situation, you could indicate, I 
suppose, that action might be taken against the export of the buses 
if the exporter implied that he had canceled the contract of the sup 
plier in order to carry out the boycott.

Mr. HULL. If we had exercised that authority and issued the regula 
tions and again if the evidentiary problem could be overcome, yes, we 
could act.

Senator STEVENSON. But to date no such action has been taken in any 
of these situations?

Mr. HULL. Thai is correct. This is being done because of the foreign 
policy considerations and the economic considerations of what the 
prohibition against compliance of boycott requests would do.

The trade volume with the Arab countries has grown substantially 
a.' 1, has, for- that matter, been the trade with Israel. And it was felt that 
because the Arabs run purchase almost everything they purchase from 
us from other countries which have no restrictions on the Arab boy 
cott that if they found themselves unable to obtain the assurances 
they seek in trading with American companies, they would just take 
their business elsewhere and purchase from other countries.

Senator STEVENSON. The legislative response we have mentioned 
would mandate that reports include information from companies on 
their intention with respect to compliance or noncompliance and go 
one step farther and make them public.

Now, what is the position of the Commerce Department on that 
proposal, to make these public?

Mr. TABOR. Our view on that is, Mr. Chairman, so long as there is 
nothing prohibited concerning compliance and where there is so much
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confusion in the public mind as to the fact that this law only requires 
reporting that to get all that data on a mandatory basis runs risks of 
exposures which could indeed l-e very unfair and inequitable if data 
were made available in violation of the limitations of section 7(o) of 
the Export Administration Act.

If I could just explain that, if there were statements here required 
to be made and there were showings that certain companies did com 
ply with the boycott request which under present law is a legal thing 
to do. although you and I may have different personal views concern 
ing that, and if that information that they had complied with the 
request were made public through leakage, through whatever manner, 
they would. I think, run the risk of suffering the confusion in the 
iniblic mind that they had done something illegal when in fact they 
had complied with existing law.

It is that balance which caused the Department of Commerce to 
say that, so long as there is no mandatory prohibition and so long as 
compliance with boycott requests is still legal as determined by Con- 
gress and the executive branch, then the answer to Item 10 should be 
optional and none of the information reported by the exporters 
should be disclosed.

Senator STEVENSON. That strikes me as another way of saying that 
the public just can't be trusted to be very intelligent with such infor 
mation. And therefore, we better keep the public in the dark. That is 
a hard proposition for me to accept.

Mr. TABOR. Mr. Chairmnn  
Senator STEVENSON. In fact, why isn't it subject to disclosure now 

under the Freedom of Information Act?
Mr. TABOH. Well, it is the opinion of our General Counsel, and I be 

lieve the Attorney General, although I can't state that authoritatively, 
that the Freedom of Information Act exempts from disclosure infor 
mation such as section 7(c) information which is expressly made con 
fidential by a statute. I believe this exemption is referred to as exemp 
tion (b) (3) of the Freedom of Information Act.

In terms of your earlier comment, Mr. Chairman, I would like to 
say that I do think that the problem is to get the facts accurately to 
the public. We do provide t.ie public with aggresate statistics on the 
Arab boycott requests reported tons. Area statistics indicate the types 
of requests and the countries from which they originated.

I have no question that the public, when they get the facts accu 
rately, make very sound judgments. However, this is a very confidential 
issue and if the companies receiving the requests were identified, these 
could be subjected to certain consumer boycotts, when they have not 
done anything illegal.

These are highly emotional areas, obviouslv. There can be distor 
tions of the facts. And the question is the risk that one is going to have 
of emotional reactions by certain domestic groups as opposed to one 
where the facts are put forward in relatively unemotional discussions 
such as we are having here.

Senator STF.VENSOX. Mr. Tabor, you indicated that you thought 
that the reported increases in requests to participate in restrictive prac 
tices was due very largely to improved administration of this lav,- by 
the Commerce Department. Is that the full explanation?
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Mr. TABOK. No. I think there are many factors. I think that publicity 
was one obvious factor in bringing more reports in than wo ever had 
in recent months. It is very hard to identify the degree to which an 
increase in trade and commerce with that part of the world also con 
tributes to an increased number of requests, but I am sure that is a 
factor.

The exports in that area will probably reach about $5 billion this 
year, and it is a very lively area of export to the Arab countries, to 
Iran and to Israel.

So I am sure there is more, trade, there are more reports.
Senator STEVEXSOX. Are you aware of any situations in which an 

Arab investment in the United States was made conditional on a 
refusal to deal with Jewish persons or concerns?

Mr. TABOR. I am not personally aware of any such matter. I don't 
recall any such matter having surfaced to date in the Office of Foreign 
Investment, which is in the process of establishment.

I do recall the contrary situation out in California when there was 
an attempt by some Arab investors to purchase the majority shares 
or the full shares of a bank, and they were not able to do that.

Mr. Parsky might be able to shed a little more light on that invest 
ment side than I, but I personally have no knowledge of an Arab 
investment in this country, certainly in a direct investment situation, 
being conditioned upon the nationality or the race of the officers or 
stockholders in the company.

Senator STEVEXSOX. Has the Department of Commerce made any 
effort to investigate and determine whether there is substance to the 
reports and rumors that such conditions are being imposed?

Mr. TABOR. Well, the Office of Investment which is in the process 
of establishment, about which I testified, will have a number of ques 
tions to keep alert to.

I am not personally aware that that is one of the questions. But I 
can certainly note it.

Senator STEVENSON-. I think that does it, Mr. Tabor. We will refer 
the^e particular cases to you. And I hope that you might .'rive further 
thought to the response to the question of whether under certain cir 
cumstances it should be made a crime to discriminate against U.S. 
concerns as a result of pressures from foreign governments.

Mr. TABOR. That is in your General Motors bus seat situation is 
what you are citing there ?

Senator STEVEXSOX. Yes. I think you indicated some indecision 
when I raised that question earlier. And if you have, any further 
thoughts on that subject as a means of helping the countries to with 
stand such pressures, they would be of interest to us.

Mr. TABOR. Very well, we will consider that one and if we have any 
further thoughts on it. Mr. Chairman, we will be hack to you. I 
would be happy to do that.

Senator STEVENSON. Thank you, Mr. Tabor.
Mr. TABOR. I should like to take advantage of the opportunity which 

you have jrn-en me, Mr. Chairman, to make a statement concerning 
the so-called bus seat question. Let us distinguish two different sit 
uations.

First, there is the possible situation where the Arabs would attempt 
to prohibit American companies from buying any goods or services
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from a blacklisted company. This would be most repugnant. We have 
no information that the boycott is attempting to do this.

The second situation is the attempt by the Arabs under the boycott 
to prevent those U.S. firms who sell goods or services to the Arabs 
from including in those goods or services any goods or services 
produced by a blacklisted company. Obviously, this is an attempt by 
the Arabs to prevent blacklisted companies from selling to the Arabs 
indirectly what the Arabs would not buy from them directly.

The bus seat example falls within this latter category.
This latter category, in our opinion, raises the same questions as the 

direct boycott o 1 ' a blacklisted company. While there are some jurisdic- 
tional difference's, we think the direct and the indirect cases raise 
identical policy considerations no more no less.

You ask whether we should prohibit the "bus seat" or indirect 
boycott.

Our answer is: That question involves a number of judgments. 
There is first the moral judgment which you mention and in which 
we concur. There is second an economic or commercial judgment, 
raised by the fact that we will find that the Arabs in most cases will 
turn to alternate foreign sources, if compliance with their boycott is 
prohibited in the United States. Tn your example, they could and 
probably would purchase their buses elsewhere. This, in turn, poses 
the question of how many jobs we can afford to lose in America and 
what loss of exports we can afford as the price of our moral convic 
tions.

The third consideration is foreign policy: To what extent would 
prohibition of compliance with the boycott be perceived by the Arabs 
as a shift in U.S. Near East policy ? How would this affect U.S. ability 
to bring about a Near East settlement? Obviously, the overriding 
object in the boycott situation is to end. Ending the war will accom 
plish this; prohibiting compliance with the boycott will not.

A sound answer to these, various questions requires inputs from 
various agencies of the Government, As you know, in March of this 
vear. President Ford directed an interagency review of the Arab 
boycott issue and its implications on this Nation. He requested that the 
agencies concerned submit recommendations as to what measures 
should be taken to deal with this issue.

Wo anticipate that these recommendations will be submitted to the 
President in the very near future.

T believe it would be premature for the foiiffrpss to legislate a pro 
hibition against compliance with n direct or indirect boycott request, 
until the interajrency review hns been completed, the President has 
considered the interatrency recommendations, and he has acted thereon.

Senator STF.VKXSON. Thank you. Mr. Tabor.
[The complete statement of Mr. Tnbor. conies of the bills beina; 

considered, a report from the St^te Department, and some letters 
submitted for the record from the office of Senator Stevenson follow:]

STATEMENT OF JOHN K. TABOB, UNDER SFXJBETABY OF COMMEBCE

Mr. Chairman, members of the subcommittee, I am pleased to be here today 
to present the Department's views on legislation impacting on two vital issues, 
flie Arab boycott and foreign investment.
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If I may, I would like to comment first on S. 933 and Senator Williams' 
amendment to S. 425, as both would impart on the Arab boycott situation. I will 
then turn to the broader Issues of foreign investment addressed in S. 425, S. 995, 
iind S. 1303.

8. 953 AMENDMENTS TO THE EXPORT ADMINISTRATION ACT

S. 953 would make four changes in the Export Administration Act of 1969.
First, Sections 3(5) (A) and 3(5) (K) of the Act declares that the policy of 

the United States is "(A) to oppose restrictive practices or boycotts fostered or 
imposed by foreign countries against other countries friendly to the United 
Slates, and (B) to encourage and request domestic concerns ... to refuse to 
take any action . . . which has the effect of furthering or supporting . . . (such 
restrictive practices or boycotts)." S. 953 would extend the scope of the above 
declarations of policy to include restrictive practices or boycotts against UnitC'i 
Mates concern* as well as "other countries friendly to the United States."

Second, Section 4(B)(1) of the Act requires ". . . that all domestic concerns 
receiving requests for the furnishing of information or tte signing of agree 
ments as specified In ... (Section 3(5) of the Act) . . . must report this fact to 
the Secretary of Commerce for such action as he may deem appropriate to carry 
out the purposes of that section." S. 953 would amend the Act to read " . . for 
such action as the President may deem appropriate . . ." thereby transferring 
the authority from the Secretary of Commerce to the President, who could then 
delegate It as he saw fit.

Third, the Bill would require United States concerns, when reporting on lioy- 
cott requests such as those described in the declarations of policy, to include "any 
other information which the Secretary (of Commerce) may require regarding 
such request and intended compliance therewith . . ." This provision makes some 
what more specific, the discretionary authority already assigned to the Secretary 
of Commerce.

Kourth, S. 953 would amend Section 4(h) (1) of the Act to provide that boy 
cott requests received by domestic concerns should be reported ". . . for such 
action as the President may deem appropriate to carry out the purposes of that 
section, including the curtailment by any United States concern of exports to. 
investments in, or any other economic transactions with countries which imi>ose 
boycotts (,r engage in restrictive trade practices us presently in effect."

As presently drafted, Section 4(h)(l) does not illustrate the kind of action 
which the President might take to deal with a boycott. Under the foreign policy 
provisions of the Export Administration Act, the President currently has the 
authority to curtail exports from the United States.

Accordingly, the proposed reference to curtailment of exports is merely illus 
trative of present authority and therefore unnecessary. The specif!" reference to 
other measures such as curtailment of investments in. or any economic trans 
actions with countries imposing boycotts gives us particular difficulty. As you 
know, such authority exists under Section 5(b) of the Act of October 6. 1917. and 
was in fact exercised in 106K. to restrict U.S. investments abroad on balance-of- 
payments grounds, when President Johnson established by Executive Order the 
Foreign Direct Investment Program which was terminated in 1074. We question 
the wisdom of enlarging the scope of the Export Administration Act to provide 
authority going beyond rhe regulation of exports.

^he amendments contemplated by S. 953 are obviously aimed at the secondary 
boycott imposed by the Arab nations against firms in third countries undertaking 
activities which the Arabs consider as contributing to the economic and defense 
capabilities of Israel. Even though, under the language of the Bill, the authorities 
provided by the four amendments are discretionary, we have reservations about 
the effect of its- enactment. In addition to the reasons noted above, enactment 
of this Rill could place the United States in an undesirable posture in relation to 
the Arabs at a time when we are making strong efforts to achieve a peaceful 
solution to the Middle East situation.

"BOYCOTT" AMENDMENT TO s. 42s

The proposed amendment would, in effect, and with specified extensions and 
exceptions prohibit the acquisition of substantial equity interest in United States 
companies (or, alternatively, could lend to divestiture of such interest) on the 
part of foreign investors who. within one year, have taken actions io discriminate 
against any United States company (or person) because of rhe latter's dealings
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with the government or a resident of any country with whose government the 
(,'nltud Stai.es had diplomatic relations.

T)J' .i.sic principle underlying U.S. investment policy has always been an 
"ope oor" .'o and "national treatment" of, foreign investment. This amendment 
woalu represent a fundamental departure from that liberal policy based solely 
on cur disapproval of certain foreign government policies.

The effect of enacting this Amendment would lie potentially to exclude virtu 
ally all equity investment In the United States by Arab countries. At a time 
when the Arab countries are receiving vast Inflows of capital which their econo 
mies can not absorb, the adverse effects of such legislation on the recycling of 
such transfers could be serious.

The language of the proposed amendment is designed to protect the Interests 
of governments and residents of friendly countries. It may be appropriate here to 
recount briefly the operation of the Arab boycott.

As you know, the boycott lias its origins in the longstanding Arab-Israeli dis 
pute resulting fiom the creation of the State of Israel in 1948. It has worldwide 
application and is. by no means, directed only at U.K. interests. It operates both 
as a primary boycott aimed at preventing direct economic relations between 
Arab States and Israel and as a .secondary boycott by seeking to influence firms 
in third countries not to establish certain types of relationships with Israel. In 
that context, it generally is applied to firms undertaking activities which the 
AraUs consider as contributing to the consolidation of the economic and defense 
capabilities of Israel, with which the Arab Nations are in a state of conflict.

Thus, it. is possible for firms to trade with the State of Israel and with Arab 
countries, as long as the involvement with Israel doe« not reach a level which the 
Arabs consider to be beyond normal commercial activities. This is illustrated by 
the types of questions generally contained in most Arab boycott questionnaires 
sent to firms with which the Arabs contemplated doing business. Such question- 
naries typically inquire:

1. Do you have main or branch factories, assembly plants, or joint ventures in 
Israel?

2. Do you hold shares in Israeli companies?
3. Do you provide technical assistance or consultative services to Israel?
4. Do you maintain general agencies or main offices in Israel for Middle East 

operations?
5. Do you license technology to Israel?
6. Are you prospecting for natural resources in Israel?
7. Are you actinias the principal importer or agency for Israeli goods?
The enactment o'f the Amendment would be Interpreted by the Arab countries 

ns a shift in U.S. foreign policy and might well jeopardize ongoing efforts at 
achieving a peaceful settlement of the Middle East situation. We continue to be 
lieve that the only viable means of completely ending the Arab boycott lie In the 
conclusion of the state of conflict which prevails in the Middle East, and a 
settlement of the underlying issues which prompted it. Changes for su' i a settle 
ment could be jeopardized by the enactment of this Amendment.

Enactment of this Amendment would not put an end to the economic sanctions 
against the State of Israel. There is every likelihood that the Arabs would, and 
could, find other uses for their capital if they were deprived of investment op 
portunities in the Ij.S. It should be noted that no other country in the world has 
enacted any legislation opposing the Arab l«>ycott of Israel. The Arabs could, 
therefore, be expected to nivest in other capital markets.

S. 425, S. 995 and S. 1303

The Department of Commerce testified on S. 425 before the Banking Com 
mittee's Subcommittee on Securities on March 4, 1975, and on S. »!){; and S. 1303 
before the Commerce Committee's Subcommittee on Foreign Commerce and 
Tourism, and our views respecting these bills remain unchanged.

S. 425 would amend the Securities Exchange Act to require residence, na 
tionality and other additional information on beneficial owners after acquisition 
of over 5 percent of the shares of a publicly-traded corporation. It would also 
require advance filing by foreign investors acquiring ft percent or more of the 
equftv of a U.S. company with assets exceeding $1 million. Such acquisitions 
^"'r'JJhe subject to Presidential review and disapproval If found adverse to 
the U.S. domestic economy, foreign policy, or national security. There are provi 
sions for nullification of acquisitions, freezing of voting rights and divestiture.
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S. 995 also proposes an investment review procedure, in this cane to be car 
ried out by the Secretary of Commerce, and limited to fo; jlgn government invest 
ments. In the case of investments amounting to 1 percent of the equity or debt 
obligations of U.S. fin/is with a.s.iets over $100 million, or real estate investments 
of $4 million, the Secretary would make a national interest determination within 
9 months, the criteria being the fulfillment of developmental capital needs 
or employment expansion. There would he a 60-day waiting period after approval. 
The Secretary would make a determination within 60 days in the case of invest 
ments in smaller firms or lesser real estate investments. Foreign government 
Investments would be barred in communications and defense industries.

The Department of Commerce opposes enactment of S. 425 and S. 995 because 
they represent a substantial departure from our traditional open door policy 
on foreign investment which has brought great benefits to the United States.

I fuiiy appreciate the concern expressed through the proposed legislation over 
the effecls of recent and anticipated foreign direct investments on our national 
security and on our national economy. On the basis of data currently available, 
we have no reason to believe they represent a threat to our security or that there 
is any movement toward foreign control of our economy. Unwarranted restric 
tions on foreign investments here invite retaliation against our six-fold larger 
investments abroad. They interfere with the most efficient exchange of the 
world's economic resources. They inject governmental Judgments into private 
enterprise operations. They create vast and expensive bureaucracies. The imposi 
tion of investment controls here would militate against our continued leadership 
in international efforts to liberalize trade, investment, and financial flows. Re 
strictions will deter beneficial foreign investments here that could contribute 
importantly to domestic economic growth and employment and provide new 
technology and new, better and cheaper products to the American public.

I observed earlier that the urgency of the need for the type of action proposed 
by these bills has not been demonstrated. Before commenting further on the 
issue, I would like first to summarize theprovisions of S. 1303.

S. 1303 establishes a Foreign Investment Administration in the Department 
of Commerce to collect and analyze information on foreign investments in the 
United States. It requires the reporting of any foreign investments in companies 
where shares are publicly traded which result in 5 percent or more direct or in 
direct ownership by the foreign investor. Moreover, it requires reporting of in 
vestments in companies whose stocks are not publicly traded and have assets of 
$3 million or more which result in 10 percent foreign ownership and in real 
estate exceeding $50 thousand in value.. Additionally, investments in U.S. Gov 
ernment securities excet .ling $1 million must be reported. These reports, which 
are to contain details o.i the investment and the name and nationality of the 
investor, are also required respecting investments in the form of loans, longtenn 
contracts, or ownership of property which provide or could provide a foreign 
investor predominant influence in company management or operations or prop 
erty ownership valued at over $1 million. The Secretary of Commerce would 
publish quarterly reports, including information on aggregate foreign investment 
trends, and a list of transactions. He would also make an annual report which 
would contain a derailed analysis of the previous year's investiments, togethel 
with policy recommendations.

When the Department of Commerce testified on S. 1303, we stated that there- 
was much in the proposed lei: i.tion which was appealing because it soaght to 
fill an information gap while thholding judgment that there is a need for a 
case-by-case review by the Gr. mnent of proposed investment transactions. We 
a'so rcccignized there is a bn.ad consensus that the American people and the 
Congress need to be informed both of general deve'opments respecting foreign 
investments in the United States and of major specific Investment activities which 
involve national security or national interest considerations.

Information on foreign investments in the United States is needed by the 
Congress in the formulation of legislative proposals in the investment fie'd ; and 
the Execuiive Branch has simi'ar iweds to fulfill its policy formu'ation and 
program implementation requirement:). Balanced against these needs are the 
basic principles Of minimum governmental interference with private business 
activity and of protection of business from reve'ation of confidential information 
essential to legitimate business activity. Added to these considerations are the 
administrative costs of any extensive data-gathering, analysis, and reporting 
program and the corresponding cost to the business community of complyinfi 
with such a program.
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If there were a clear and demonstrable present danger to our national security 
or our national interest, we could well understand the need for establishing a 
rigorous and costly investment monitoring regime. However, we do not believe 
that the magnitude of current and near-term foreign investment represents a 
threat which warrants that response. There is no question that our information 
gathering efforts need to lie improved; but there is little reason to believe at this 
time that major transactions of national significance neve been or will be 
consummated without our notice.

\Ve are making major efforts to improve our store of information, to analyze 
such information, and to improve our data-gathering mechanisms.

First, we are well advanced !n our studies of all aspects of foreign direct In 
vestment in the United States called for by Public Law 93-479, the Foreign In 
vestment Study Act of 1974, and shall be supplying an interim report to the 
Congress in late October and a final report at the end of April 1976. The Treasury 
Department is preparing a parallel study on portfolio investments.

In addition to our statistical survey based on mandatory responses to thousands 
of questionnaires mailed out early this year, we shall have a qualitative analysis 
respecting the motivations for foreign investments in the United States, their 
techniques, their economic effects, and the comparative policy and legal climate 
affecting inward foreign direct investments in this country and other host 
countries.

I should like to point out that the thrust of the study is not simply factual  
not merely a recital of what has happened in t'.ie past but rather it looks into 
the future. The real concern at this time is not so much with investment increases 
reflecting general commercial considerations as with those that have occurred or 
are likely to occur in connection with the recycling of petrodollars, the impact of 
the quantum jump in energy costs, and the interest in greater access to and use of 
our national resources by foreign-controlled companies here.

On May 7 of this year, the President issued Executive Order 11858 establishing 
a high-level Interagency Committee of Foreign Investment in the United States to 
survey investment developments to ascertain their potential impact on our 
national interest, and to take appropriate actions conslsrent with our policies and 
laws where specific investment plans indicate reason for concern. A central ele 
ment of the program is government-to-government consultations to insure that 
government investments from abroad are not adverse to our national security 
interests.

The Executive Order also requires the Secretary of Commerce to collect and 
analyze data on foreign investment in the United States; to improve procedures 
for the collection and dissemination of such data ; to observe closely foreign 
investments here; to prepare reports and analyses of trends and developments: to 
evaluate significant inv*.,.mei,t transactions; and to submit reports, analyses 
and recommendations to the Committee.

Pursuant, to this Executive Order a si>ecial Office of Foreign Investment in 
the United States has be"n established, and its staffing and program planning 
arc well underway. Its first order of business has been to work jointly with a 
management consulting firm to develop procedures to rationalize the data-gather 
ing < fforts of the federal agencies on foreign investments here and to develop a 
system for prompt delivery of useful data to the Office.

I am confident that the programs which I have just outlined will provide the 
Congress and the Executive Branch with adequate Information on which to make 
national policy decisions in the foreign investment field. On this basis we are 
opposed lo the enactment of S. 1303 as being not only unnecessary but 
undesirable.

Mr. Chairman, this completes my testimony. I would be pleased to answer any 
questions from the Committee on the views which I have expressed.
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1 SEC. 2. Subsection (») of section '•'> of the Securities

2 Exchange Act of 1934 (15 U.S.C. 78c(a)) is amended as

3 follows:

4 (a) Paragraph (0) thereof is amended to rend as

~> follows:

(i " (0) Tlie term 'person' means a natural person, eom-

7 puny, government, or political subdivision, agency, or in-

8 struinentality of a government.".

9 (b) Paragraph (10) thereof is amended to rend as

10 follows:

11 " (If)) The terms 'investment company', 'affiliated jier-

12 son', 'insurance companv', 'separate account', and 'companv'

13 have the same .meanings as in the Investment Company Act

14 of 1940.".

IH (e) The subsection is further amended by adding a! the

10 end thereuf the following new paragraphs:

17 ''(22) The term Tinted States company' means anv

IS corporation, limited partnirship, or business trust organized

If) in one of the Tinted States, the Canal Zone, the Disirict of

2(1 Columbia, Guam, Puerto Hic.o, the Virgin Islands, or any

21 other possession (if the United States (hereinafter in this title

22 collectively referred to ns the Tinted States') or any other

2:: company with its principal place of business in the Cnitcil

24 States.

25 " (23) The term 'foreign investor' means 
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1 ii loan made in the ordinary course of business \\\ a bank,

2 as defined in section 3 (a) (G) of this title, if the person

3 filing sii'li statement so requests, tlie name of the liank

4 shall not lie made available to the puMic :

5 "(D) if 'he purpose of the pnn-lwes or prospective

f> purchase- i« to acquire control of the liiisincss of ihe

7 issuer of (lie securities, any plans or proposals which such

8 persons may have to liquidate such issuer, to sell its

9 assets to ur merge it with any other persons, or to make

10 any other major change in its hnsiness or corporate

11 structure;

12 "(K) the nunilier of shares of such security which

1'.' arc lieneficially owned, and the number of shares con-

1 t i-ennnir which (here is a ri^ht to acquire, direcllv or

1") indirectly, by (i) such person, and (ii) by each associate

1<; of -iich person, giving the hackground. identity, resi-

17 deuce, and nationality of each such associate;

18 "(I'') the number of shares of such security with

1!) respect tu which anv person (other than the beneficial

20 owner) possesses sole or shared authority to exercise

21 the voting right- evidenced by such securities and the

22 background, identity, residence, and nationality of any

2:5 such person; and

Lit "(^) information as to any contracts, nrrange-

2"i merits, or understandings with any person with respect
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1 SEC. 2. Section 4(b) (1) of the Act is further amended

2 hy striking out the next to the last sentence thereof and

3 inserting in lieu thereof the following: "Such rules and regu-

4 lations shall implement the provisions of section 3 (5) of

5 this Act, and require that any domestic concern which re-

6 ceives any request for information, for participation in agree-

7 ments, or for the taking of any other action as specified in

8 that section report the same to the Secretary of Commerce,

9 together with any other information which the Secretary

10 may require regarding such request and intended compliance

11 therewith, for such action as the President may deem appro-

12 priate to carry out the policy of that section, including the

13 curtailment by any United States concern of exports to, in-

14 vestments in, or any other economic transactions with coun-

15 tries which impose boycotts or engage in restrictive trade

1C practices as specified in that section.".



	30

 7

1 for the account of the United States company (or a sub-

2 sidiary that may not vote the securities) shall be disregarded

3 in determining the percentage of beneficial ownership.

4 " (B) Promptly after the filing of a statement pursuant

5 to this paragraph, the Commission shall transmit a copy of

6 the statement to the President. Notwithstanding the provi-

7 sions of section 24 of this title or any other provision of law,

8 such statement shall not be disclosed to the public.

9 "(C) In exercising its authority under this paragraph,

10 the Commission shall consult and cooperate with the Presi-

11 dent to assure that its actions are in accordance with the

12 President's powers and responsibilities with respect to the

13 activities of foreign investors in the United States.

14 " (2) At any time within thirty days of the date of the

15 filing of a statement pursuant to paragraph (1) of this sub-

J<> section, the President is authorized, by order, as he deems

17 appropriate for the national security of the L'nited States,

18 to further the foreign policy of the United States, or to

19 protect the domestic economy of the United States, to pro-

20 hibit the acquisition to which the statement relates. The

21 President, by rule or regulation, shall prescribe the proce-

22 dure applicable to any exercise of the authority vested in

23 him by the preceding sentence. Such rules or regulations

24 shall, as a minimum, provide that prompt notice shall be

25 given of any exercise of such authority and that such notice



1 shall be accompanied by written reasons. The functions

2 exercised by the President under this subsection are excluded

3 from the operation of subchapter II of chapter 5 of title 5,

4 United States Code."

5 SEC. 4. Section 14 of the Securities Exchange Act of

6 1934 (15 U.S.C. 78n) is amended by adding at the end

7 thereof the following new subsection:

8 " (g) (1) (A.) Every holder of record of any security of

9 a class described in section 13 (d) (1) of this title holding

10 such security for the account of another person shall file

11 reports with the issuer of such securities in such form, at

12 such times, and containing such information with respect

13 to the identity, residence, and nationality of the beneficial

14 owner of such securities and any person (other than the

15 beneficial owner) possessing sole or shared authority to

16 exercise the voting rights evidenced by such securities, as

17 the Commission, by rule, may prescribe.

18 " (B) Every person for whom a second person is hold-

19 ing any security of a class described in section ID (d) (1) of

20 this title who, in turn, is holding such securities for the

21 account of a third person shall file reports with such second

22 person in such form, at such times, and containing such

23 information with respect to the identity, residence, and na-

24 tionality of the beneficial owner of such securities and any

25 person (other than the beneficial owner) possessing sole or
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1 sliiircd authority to exercise the voting rights evidenced by

'2 such securities, as the Commission, hy nile. may prescribe.

;! " (2) Every issuer of a security of a cl-iss described

4 iu section l'j(d) (1) of this tile shall maintain in such form

,"> as the Commission, by rule, may prescribe a reasonably cur-

I) rent list of the identity, residence, and nationality of the

7 beneficial owners of the securities of each such class and the

8 person-; (other than the beneficial owners) possessing sole

9 or shared authority to exercise the voting rights evidence

10 by such securities. Every such issuer shall file such list, or

11 any specified part thereof, with the Commission at such times

12 as the Commission, by rule, may prescribe, but in no event

i: J, shall such list or specified part thereof be filed less frequently

14 than annually or more frequently than quarterly.

I") " (.'!) In exercising its authority under this subjection,

1(i the Commission shall determine (and so state) that its ac-

17 lion is necessary or appropriate in the public interest or for

18 the protection of investors.''.

19 Sice. ,~>. Section 21 of the Securities Kxclmii>re Act of

20 l!i:)4 (I") I'.S.C. 78u) is amended by adding at the end

21 thereof the following new Mibseetions:

22 " (g) (1) The f.'omniission. the Attorney General, a

2:'. I'nited States company in which a foreign investor has ac-

24 quired or propose-; lo acquire any equity <ecurilv. or a holder

2o of record of any equity security of >uch a United State>
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1 company, may bring an action in a district court of the

2 United States (or a court of general jurisdiction, however

3 designated, in any place, other than a State, under the juris-

4 diction of the United States) to enjoin such foreign investor

5 from violating, or to enforce compliance by such foreign iri-

6 vestor with, the provisions of section 13 (f) of this title and

7 the rules and regulations thereunder. On a showing that the

8 foreign investor has engaged, is engaged, or is about to

9 engage in acts or practices constituting such a violation the

10 court shall grant appropriate relief in the form of temporary

11 or permanent restraining orders and injunctions and orders

12 enforcing compliance. Without limiting the generality of the

13 foregoing, the court, on such terms and subject to such con-

14 ditions as it considers proper, may order (A) the revocation

15 or suspension, or any period specified in the order, of the

16 voting rights evidence by securities of the United States

17 company acquired by the foreign investor in violation of

18 such provisions, ai.d (B) the sale of any securities so

19 acquired.

20 " (2) If any foreign investor against whom an order or

21 injunction entered pursuant to paragraph (1) of this sub-

22 section fails, within such reasonable time as is fixed by the

23 court, to comply with the order or injunction, the court may,

24 by order, vest any securities acquired by such foreign investor
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1 in violation of the provisions of section 13 (f) of this title

2 in a trustee named by it who may thereupon, notwithstanding

3 any other provision of law, do all such things and execute

4 all such documents as are necessary to give effect to the

5 order or injunction of the court, and any proceeds of any sale

G of such securities received by him shall first he applied to

7 payment of his fees find expenses in acting as trustee and

8 thereafter any halance remaining shall be paid by him to such

9 person as would, but for the order vesting such securities in

10 him, have been entitled to receive the same.

11 " (h) For purposes of subsection (e), (f), and (g) of

12 this section, it is unlawful for any person to cause, command,

13 induce, procure, or give substantial assistance to the com-

14 mission of an act or practice constituting a violation of any

15 provision of this title or the rules or regulations thereunder.".

16 SEC. 6. Section 32 of the Securities Exchange Act of

17 1934 (15 U.S.C. 78ff(b)) is amended by inserting im-

18 mediately following the first sentence thereof the following

19 new sentence: "Any foreign investor which fails to file a

20 statement required to be filed under subsection (f) of section

21 13 of this title or any rule or regulation thereunder, shall

22 forfeit to the United States the sum of $1,000 for each an

23 every day such failure to file shall continue.".



94-TH CONGRESS 
IST SESSION S.425

IN THE SENATE OF THE UNITED STATES

MARCH 3 (legislative (lav. FEBRUARY 21), 1975

Reform! to the Committee on Hanking, Housing and I'rlmn Affaire and ordered 
t« be printed

AMENDMENTS
Intended to be proposed by Mr. WIM.TAMS (for himself and 

Mr. BROOKE) to S. 425, a bill to amend the Securities 

Exchange Act of 1934 to require notification by foreign 

investors of proposed acquisitions of equity securities of 

United State? companies, to nuthorize the President to pro 

hibit any such acquisition as appropriate for the national 

security, to further the foreign policy, or to protect the 
domestic economy of the United States, to require issuers 

of registered securities to maintain and tile with the Securi 

ties and Exchange Commission a list of the names and 

nationalities of the beneficial owners of their equity securi 

ties, and for other purposes, viz:

1 On p.ige 7, line 20, after the period insert the following:

2 "The President shall prohibit any such acquisition, if he

3 determines that any foreign investor on whose behalf such

4 acquisition is to he made or any person controlling any such 

Amdt. No. 24
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 2

1 foreign investor lias, directly or indirectly, within one year 

•2 of the date of filing such statement, caused or attempted or 

:i conspired to cause 

.| "(-M f| "y person (other than a person resident or

5 organized in the country of which such foreign investor

d is the government or a .subdivision, agency, or instru-

7 mentality of the government or in which such foreign

8 investor or a person controlling such foreign investor is

9 resident or organized) not to do business with, to subject

10 to economic loss or injury, or otherwise to discriminate

11 against any United States company, because such United

12 States company or an officer, director, employee, stock-

13 holder, or creditor thereof is or lias been, or in order

14 to deter such United States company or any officer,

15 director, employee, stockholder, or creditor thereof from,

1C directly or indirectly, supporting or dealing with (i) any

17 foreign government with which the United States has

18 diplomatic relations, or (ii) any person resident or

19 operating in, or dealing with, any country with whose

20 government the United States has diplomatic relations;

21 or

22 ' (B) any United States company with respect to its

23 business in any country (other than a country with

24 which such foreign investor, if such foreign investor is

25 a foreign government, or person controlling such foreign
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1 investor, if such person is u foreign government, does

2 not have diplomatic relations) not to do business with,
 »

3 to subject t<> economic loss .*.' injury, or otherwise to

4 discriminate against any person (other than a p.  son

5 which is, or is controlled by, a foreign government will

(j which such foreign investor, if such foreign investor is

7 a foreign government, <>r person controlling such foreign

S investor, if such person is a foreign government, does

<j not have diplomatic relations), because such person or

10 an officer, director, employee, stockholder, or creditor

11 thereof is or has been, or in order to deter such person

12 or any officer, director, employee, stockholder, or eredi-

13 tor thereof from, directly or indirectly, supporting or 
 <y

14 dealing with 'i) any foreign government with which

15 the United States has diplomatic relations or (ii) any

16 person resident or operating in, or dealing with, any

17 country with whose government the United States has

18 diplomatic relations.".

19 On page 7, line 2'i, strike the phrase "the preceding

20 sentence" and insert in lieu thereof the phrase "this para-

21 graph".

22 On page 10, between lines 19 and L'O. insert the follow-

23 ing:

24 "(3) I*' any foreign investor,, directly or indirectly,

25 having the beneficial ownership of more than 5 per centum
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1 of any class of equity securities of a United States company

•2 causes such 1'iiitcd States company to engage ii,i any act

:; liy reason of which it would he prohibited pursuant to section

4 IH(t') of this till" from acquiring, directly or indirectly,

5 the beneficial ownership of more than 5 per centum of any

(i class of equity securities of any other United States company,

7 the Commission, the Attorney General the holder of record

8 of any equity security of such United States company,

'.) or any person aggrieved by such act, may bring an action

10 in a district court of the United States (or a court of general

11 jurisdiction, however designated, in any place, other than a

12 State, under the jurisdiction of the United States) to divest

1'i the foreign investor of beneficial ownership of equity securi-

14 ties of such United States company. On a showing that the

1") foreign investor has engaged in any such act, the court, by

1<» order, shall revoke or suspend, for any period specified in

17 the order, the voting rights evidenced by equity securities

18 of such United States company beneficially owned by such

19 foreign investor and order the sale of all such securities.".

20 On page 10, line 20, strike "(2)" and insert in lieu

-'1 thereof "(3)".

22 On pnfje 10, line 21, insert after "(1)" the phrase "or

23 ( 2 )".

24 On page 11, following line 1. insert the following:

25 "<>)  the sale of which was ordered pursuant to paragraph

2<> (2) of this subsection".



94-TH CONGRESS 
UT SESSION S.953

IN THE SENATE OF THE UNITED STATES

MARCH 5,1975

Mr. STEVENSON introduced the following bill; which was read twice and referred 
to the Committee on Ranking, Housing and I'rlum Affaire

A BILL
To amend the Export Administration Act of 1969 to clarify 

and strengthen the authority of the Secretary of Commerce 

to take action in the case of restrictive trade practices or 

boycotts.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress awcmblfd,

3 SECTION 1. (a) Section 3(5) (A) of the Export Aci-

4 ministration Act of 1969, as amended (the "Act"), is fur-

5 ther amended by inserting immediately after "against" the

6 following: 'Tinted States concerns and".

7 (1)) Section 3(5) (B) of the Act is further amended

8 l>y inserting immediately after "against" the'following:

9 "United States concerns and". 

II
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1 SEC. 2. Section 4 (b) (1) of the Act is further amended

2 by striking out the next to the last sentence thereof and

3 inserting in lieu thereof the following: "Such rules and regu-

4 lations shall implement the provisions of section 3 (5) of

5 this Act, and require that any domestic concern which re-

6 ceives any request for information, for participation in agree-

7 ments, or for the taking of any other action as specified in

8 that section report the same to the Secretary of Commerce,

9 together with any other information which the Secretary

10 may require regarding such request and intended compliance

11 therewith, for such action as the President may deem appro-

12 priate to carry out the policy of that section, including the

13 curtailment by any United States concern of exports to, in-

14 vestments in, or any other economic transactions with coun-

Jo tries which impose boycotts or engage in restrictive trade

1G practices as specified in that section.".
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94TH CON7GRESS 
IST SESSION S. 995

IN THE SENATE OF THE UNITED STATES

MARCH 6,1975
Mr. ROTH introduced the following bill; which was read twice and referred 

to the Committees on Banking, Housing and Urban Affairs, and Commerce

A BILL
To regulate investment by foreign governments and foreign 

government enterprises in certain United States business 

enterprises.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Congress assembled,

3 SHOET TITLE

4 SECTION 1. That Act may be cited as the "Foreign

5 Government Investment Control Act of 1975".

ti DEFINITIONS

7 SEC. 2. As used in this Act, the term 

8 (1) "Secretary" means the Secretary of Commerce; 

^ (2) "enterprise" means any corporation, parrner- 

10 ship, trust, joint venture, or other association of entity; 

II
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1 (3) "American enterprise" means any enterprise

2 located wholly or substantially in the United States or

3 which is owned or controlled wholly or substantially by

4 individuals who are residents of the United States or by

5 any person owned or controlled by such individuals;

g (4) "foreign government" means any government

7 of a foreign country or any international agency or other

g association whose members are governments of a foreign

9 country or any foreign official institution such as foreign

10 central banks or development banks as defined by the

11 Secretary, or any individual acting on behalf of or as an

12 agent for such government; and

13 (5) "foreign government enterprise" means any

14 enterprise or instrumentality which, in the judgment of

15 the Secretary, is wholly or substantially controlled by a

16 foreign government or combination of foreign govern-

17 ments, or any individual acting on behalf of or as an

18 agent for such enterprise.

19 FOREIGN GOVERNMENT INVESTMENT CONTROLS

20 SEC. 3. (a) (1) A foreign government or foreign gov-

21 ernment enterprise may invest in an American enterprise

22 only upon the expiration of sixty days after the Secretary

23 approves such investment pursuant to an application if 

24 (A) (i) the investment involves the purchase of any

25 equity or debt obligation of an American enterprise
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1 whose total consolidated assets arc worth more than

2 $100,000,000 and (ii) the acquisition of such equity

3 or deht obligation would result in that foreign govern-

4 ment or foreign government enterprise owning more

5 than 1 per centum of the equity or debt obligations of

6 such enterprise, or result in the aggregate ownership

7 by all foreign governments and foreign government en-

g terprises of more than 3 per centum of the equity or debt

g obligations of such enterprise;

IQ (B) the investment involves the acquisition or con-

11 trol, directly or indirectly, of an American enterprise

12 whose total consolidated assets have a value of more

13 than $10,000,000; or

14 (C) the investment involves a real estate or prop-

15 erty having a fair market value of $4,000,000 or more.

1Q (2) Upon receipt of an application for investment in

17 an American enterprise by a foreign government or foreign

18 government enterprise under paragraph (1), the Secretary

19 shall conduct an inquiry to determine whether the proposed

20 investment is beneficial to the national interests of the United

21 States. In making his determination, the Secretary shall

22 consider as beneficial to the national interests of the United

23 States, investment which provides. capital needed for the

24 economic expansion of the United States or net additional

25 employment in the United States but which does not result
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1 in control of an American enterprise by a foreign govern-

2 ment or foreign government enterprise or have other con-

3 sequences which the Secretary deems prejudicial to the

4 national interests of the United States. In the course of his

5 inquiry, the Secretary shall seek the opinion of the Secretary

6 of Labor with regard to the impact of the proposed invest-

7 ment on conditions of employment, labor, and equal oppor-

8 tunity in the United States, the opinion of the Secretary of

9 Defense with regard to the impact of the proposed investment

10 upon the national security of the United States, the Secretary

11 of the Treasury with regard to the impact of the proposed

12 investment upon the balance of payments of the United

13 States, and the opinion of the Secretary of State regarding

14 the impact of the investment on the foreign relations of the

15 United States. The Secretary shall also seek the advice of

16 the Governor of the State within which the proposed invest-

17 ment is to take place regarding opinion within that State on

18 the investment. The Secretary shall make such determination

19 prior to the expiration of two hundred and seventy days after

20 the application is submitted. If the Secretary determines that

21 the investment is in the national interests of the United States, 
 «

22 he shall immediately transmit a copy of his determination to

23 approve the proposed investment to the Congress.

24 (b) A foreign government or foreign government en-

25 terprise may invest in an American enterprise only upon
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1 the expiration of sixty days after it notifies the Secretary of

2 its intention to make such investment if the investment

3 involves 

4 (1) the acquisition of any equity or debt obligation

5 of an American enterprise whose total consolidated assets

6 are worth $100,000,000 or less and the acquisition of

7 such investment would result in that foreign government

8 or foreign government enterprise owning more than 1

9 per centum of the equity or debt obligation of such

10 American enterprise, or result in the aggregate owner-

11 ship by all foreign governments and foreign government

12 enterprises of more than 3 per centum of the equity or

13 debt obligations of such enterprise;

14 (2) the acquisition of ownership or control, directly

15 or indirectly, an American enterprise whose total con-

16 solidated assets have a value of $10,000,000 or less; or

17 (3) the acquisition of real estate or property having

18 a fair market value between §1,000,000 and §4,000,-

19 000;

20 it shall notify the Secretary of its intention to make such

21 investment. The investment may not take place prior to the

22 expiration of sixty days after such notification, during which

23 time the Secretary may review the investment. If the See- 

24 retary determines that the proposed investment is contrary 

25 to the-national interests of the United States, he shall trans-

58-527 0-75-4
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1 mit a copy of his findings to the Congress and shall inform

2 the foreign government or foreign government enterprise

3 and any American enterprise or other person involved that

4 the investment has been prohibited,

5 (c) No foreign government or foreign government

6 enterprise may hereafter invest in any American enterprise

7 which (1) manufactures sophisticated defense articles for the

8 United States, (2) possesses confidential national defense

9 information of the United States, (3) operates a radio or

10 television station in the United States, (4) publishes a

11 newspaper for sale to the public in the United States, or

12 (5) operates an interstate telephone or telegraph network

13 in the United States.

14 IMPLEMENTATION

15 SEC. 4. The Secretary shall establish such procedures

16 as may be necessary to enforce this Act, and to insure the

17 confidentiality of all matters concerning any investment

18 wh'k Jd not otherwise be made available to other parties

19 under law.

20 LIST OF FOKEIGN GOVERNMENTS AND FOEEIGN

21 GOVERNMENT ENTERPRISES

22 SEC. 5. The Secretary shall make and keep current a

23 list of all foreign governments and foreign government enter-

24 prises which he determines are subject to this Act.
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1 PENALTIES

2 SEC. 6. Whoever willfully violates any provision of this

3 Act or fails to comply with any regulation issued under this

4 Act shall be fined not to exceed $10,000.

5 PROHIBITION

G SEC. 7. It shall be unlawful for any foreign government

7 or foreign government enterprise to exercise any right or

8 interest acquired in violation of or without compliance with

9 any provision of this Act.

10 EXPIRATION

11 SEC. 8. This Act shall expire on June 30, 1980.
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DEPARTMENT OF STATE, 
Wanhington. D.C.. May 29, 1975. 

lion. WILLIAM PROXMIRE, 
Chairman, Committee on Hanking, Housing anil Urban Affair*, U.S. Kenate.

DEAR MR. CHAIRMAN : Pursuant to your request of March 12 for the comments 
of the Department of State concerning S. !M5, the Foreign Government Control 
Act of 1975, I am enclosing a copy of a statement relating to this Mil (as well as 
to several others) presented to the Senate Subcommittee on Foreign Commerce 
and Tourism on May 7 liy Assistant Secretary of State for Economic and Busi 
ness Affairs Thomas O. Knders.

I hope that you will call on me if you lielicve that I can lie of further assistance. 
Sincerely,

ROBERT .7. MC('LOSKEY,
A»xintant Secretary 

lor C'lrigrr.vHionnl Relation*.

STATEMENT OK THOMAS O. ENOEKS, ASSISTANT SECRETARY OF STATE FOH ECONOMIC 
AND BUSINESS AFFAIRS BEFORE THE SENATE SUBCOMMITTEE ON FOREIGN 
COMMERCE

FORRION INVESTMENT IN THE UNITED STATES

Mr. Chairman, I appreciate this opportunity to present to your committee the 
Administration's views on S. 130.1, S. 995, and S. 320 relating to foreign invest 
ment in the T.'r.lt  lUatr;;. V;.n aim t*ie ofhel- n,cul ;«-in n~ this committee have 
made an important contribution to the development of U.S. policy in this area. 
We in the Administration were pleased to be able to work with you toward the 
enactment of the Foreign Investment Study Act last fall. We expect that our con 
sideration of this new legislation will proceed in the same constructive and co 
operative manner.

Since other Administration witnesses are addressing themselves to the tech 
nical and domestic economic policy issues raised by these three bills, I will direct 
my comments primarily to the foreign policy issues which they raise.

It has long been the policy of the United States Government generally to wel 
come foreign Investment in recognition of the benefits which it brings to our 
economy. At the snme time, both the legislative and executive branches of the 
U.S. Government are aware of the necessity to take whatever measures in the 
investment field are necessary to protect our national interests, recognizing, 
however, that such measures may involve costs in terms of our other objectives. 
Thus, in the- past, we have instituted restrictions on foreign investment only in 
those areas of the economy where it was determined that the national interest re 
quired them.

As you know. Mr. Chairman, the Executive Branch recently conducted an 
extensive review of U.S. policy on Inward investment In which we examined the 
adequacy of existing safeguards in light of, inter alia, the rapid accumulation 
in the hands of a few oil producing governments of funds available for invest 
ment abroad. As was explained by Administration witnesses before the Senate 
Subcommittee on Securities on March 4, the basic conclusion of onr review wag to 
reaffirm the traditional commitment of the U.S. Government to "national treat 
ment" (i.e., treatment no less favorable than that which it accords to its own 
citizens in like circumstance^ for foreign investors. In addition, however, we 
concluded that we should take the following administrative actions to guard 
against the potential problems of foreign investment In the United States: (1) 
establish a new high-level inter-agency body to serve as a focal point witn'.n 
the Executive Branch for insuring that foreign investments in the United States 
are consistent with our national interests; (2) create a new office to gather, 
consolidate, and report on information on foi . ,gn investment in the United 
States which is collected by the various agencies of the U.S. Government; and 
(3) seek assurances from those foreign governments that are capable of making 
very substantial investments that they will consult with the U.S. Government 
before making major investments in the United States.

We have now made significant progress in the Implementation of this new 
program. An Interagency Committee on Foreign Investment in the United States 
and an Office of Foreign Investment in the T'nited States are presently being 
organizes. In addition, we have already discussed the inward investment issue 
with the principal oil producer governments. We have found that they are



49

understanding of our concerns in >his area, and now expect that they will consult 
with us in advance of any major investments in the United States. Our consulta 
tions with Iran concerning its prospective investment in Tan Am will set a useful 
precedent for these discussions.

I would like to review several advantages of this Administration program. 
First, it does not represent a departure from traditional poll ; on inward Invest 
ment, and hence is unlikely to have the negative effects upon U.S. foreign policy 
that new legislative restrictions on inward investment might produce. The United 
States remains a leader in international economic relations. Other nations look 
to us to prevent a return to the divisive economic nationalism of the 1930s. In 
the past, the United States has fulfilled this role in part by seeking acceptance 
(if the principle of non-restrutive treatment of foreign investment through an 
extensive network of bilateral Friendship, Commerce and Navigation (FCN) 
treaties. In addition, the United States has played a key ipole in winning interna 
tional support for the principles of the Code of Liberalization of Capital Move 
ments of the Organization for Economic Cooperation and I>evelopment.

This Code and the FCN treaties have contributed to the achievement of a re 
gime of relatively unrestricted movements of capital among the developed nations 
of tne world, a regime under which American investors have made investments 
in foreign countries totalling more than $100 billion in book value. Today, as we 
consider new safeguards for our own economy, we must remember that the com 
mitment of other nations to liberalized treatment of foreign investment, in some 
cases not as strong as our own commitment, may well prove to be all too easily 
reversible should the United States abandon its role of leadership in this area.

A second advantage of the Administration program is that it provides us with 
an effective central authority for the formulation and implementation of a co 
herent investment policy. Particularly important in this regard, the new machin 
ery will act as a vehicle for the compilation and analysis of data on Inward 
investment currently collected by a number of U.S. Government agencies. We an 
ticipate that in performing these functions, the new Office and Committee will be 
able to correct many of the shortcomings of current data collection programs re 
vealed in the recent CIEP-OMB report. On the other hand, should any significant 
deficiencies prove intractable v?"i ig existing powers, the Committee would make 
recommendations for new administrative or legislative action to deal with them.

Given the advantages which we see in this new Administration program, we 
would like to give it an opportunity to prove its worth before reaching conclu 
sions concerning the need for new legislation. Therefore, although we share most 
of the concerns of the sponsors of S. 1303, S. WY7>, end S. 32!), the Department of 
State cannot support the passage of these bills, at least until we have had the 
opportunity to assess the effectiveness of the Administration program.

In giving the Department's views of these bills, I will uddress myself first to 
S. 095 and then, since they are in many respects quite similar, to S. 1303 and 
S. 32!) together.

S. 95)5. the Foreign Government Investment Control Act, would Imi>ose broad 
new restrictions ujxm investment in the United States by foreign governments 
and government enterprises. It aims to achieve by legislation part of what we are 
seeking to accomplish through the Administration program. There are two major 
reasons for our preference for the administrative approach.

First, a mandatory screening requirement of the kind proposed in S. Of>5 would 
tend to call into question onr commitment to a policy of national treatment for 
foreign investors. By avoiding mandatory screening in favor of <i more flexible 
approach, we are indicating that although we have concerns about inward in 
vestment and are acting upon them, we nevertheless will seek to preserve our 
overall adherence to the national treatment principle. We believe that the Ad 
ministration program will provide a satisfactory balance between our need to 
protect our national interests and our desire to minimize the burdens which wi 
impose on foreign investors.

In addition, it will permit us to welcome acceptable investments hy govern 
ments in a manner consistent with the spirit of cooperation upon which we are 
seeking to base our overall relations with those countries.

A second problem of S. 995, related to the first, concerns our treaties of Friend 
ship, Commerce and Navigation. A number of these treaties assure nationals of 
each of the parties to the treaty o? non-discriminatory treatment with respect to 
the establishment or acquisition of interests in enterprises in the territory of 
the other party. Nothing in these treaties indicates an intention to treat govern 
ment investment differently from private investment.

EtST
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S. 995 would derogate from this national treatment principle by subjecting 
foreign governments to special restrictions not applied to domestic investors or 
to other, non-governmental foreign investors. The Administration program is 
designed to maintain the integrity of these treaties, which are of importance to 
the actions of American investors and businessmen abroad.

In addition to the two general problems just mentioned, I would also mention 
that the Department of State questions the need for Section 3(c) of S. 995 
which identifies areas of the economy in which foreign government investments 
arc to be prohibited. It is not clear why these particular areas were chosen, 
especially since we already have restrictions on foreign investment from all 
sources in a number of these sectors.

I will now present the views of the Department of State concerning S. 1303 
and S. 329. Since these two bills are primarily designed to restructure and extend 
existing procedures for gathering data on inward investment, their foreign 
policy implications are relatively minor and I will make my remarks very brief.

First, the Department of State is concerned that S. 1303 and S. 329 would 
impose additional reporting requirements where we may in fact already have 
the information which we need or are capable of getting it under existing report 
ing requirements. For example, based in part upon the findings of the CIEP-OMB 
study, we are encouraged by the potential for obtaining information on most 
foreign investment in the United States through improvement in the Securities 
and Exchange Commission reporting system. It was for this reason that the Ad 
ministration last month indicated a desire to examine more closely those provi 
sions of S. 425, the proposed "Foreign Investment Act of 1975," designed to obtain 
increased disclosure of beneficial ownership, more effective sanctions to ensure 
such disclosure, and identification of the national origin of foreign shareholders.

Reliance upon the SEC for the collection of data would also have the advan 
tage of avoiding the appearance of discrimination against foreign investors 
since the SEC collects needed Information from .both foreign and domestic 
investors on a non-discriminatory basis. From a foreign policy point of view, 
we find this approach preferable to that of placing special reporting burdens on 
foreign investors only.

Under the new Administration program, an Office of Foreign Investment 
in the United States will be assigned the task of gathering data on Inward 
investment being collected under existing programs. This effort, to be carried 
out in conjunction with the second stage of the CIEP/OMB study, should pin 
point any serious gaps in the data available to us. Since excessive reporting 
requirements are costly and may tiwmselves serve as a deterrent to investment, 
we recommend that new ones not be imposed until the existing ones have been 
fully evaluated.

My second point relates to Section 5(7) of S. 1303 under which the proposed 
Administration is called upon to make policy recommendations directly to the 
Congress, and to Section 7 under which the Secretary of Commerce is authorized 
to issue guidelines and policy statements with respect to foreign investments.

In view of the fact that the inward investment issue is a broad one involving 
concerns of many agencies, we feel that responsibility for formulating and mak 
ing recommendations concerning inward investment policy should not be given 
to any one Department. Such responsibility would better be lodged with the 
Commtltee on Foreign Investment in the United States, comprising representa 
tives of the State, Treasury, Defense, and Commerce Departments, and of the 
Assistant to the President for Economic Affairs (with other agencies partic 
ipating as appropriate), currently being established under the new Administra 
tion program.

Mr. Chairman, although the Administration cannot support passage of this 
legislation at this time, our opposition is founded less on substantive disagree 
ment with the bills than on a desire to avoid overreacting to an issue which we 
are hopeful can he handled with the resources already at our disposal. It is 
reassuring to find that the sponsors of S. 995, S. 1303 and S. 329 all share our 
commitment to the principle of freedom of international capital movements. In 
conclusion, I would urge that we seek together to pursue a course of action that 
will not endanger that commitment.
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9lTH CONGRESS f% + f*S\*\ims~a°* 5. 1303

  IN THE SENATE OF THE UNITED STATES

MARCH 21 (legislative day, MARCH 12), 1975

Mr. INOUYE (for himself, Mr. AIJ.EN, Mr, BAYII, Mr. HUDDLEBTON, Mr. MET- 
CALF, Mr. PEAKSON, and Mr. STONE) introduced the following bill; which 
was read twice and, by unanimous consent, referred to the Committee on 
Commerce and, if and \vhen reported, then to the Cornniittee on Banking, 
Housing and Urban Atlairs

A BILL
To regulate the foreign commerce of the United States by pro-

" vid'rng means to assure full disclosure of significant foreign

investment in the United States, and for other purposes.

1 Be it enacted &// the Senate and House of Rf,presentn-

  2 lives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Foreign Investment

4 Disclosure Act of 1975".

5 DECLARATION OF POLICY

6 Si;r. 2. (a) The Congress finds and declares that 

7 ( 1) Foreign investment in the United States has 

.8' increased in recent years. 

IT
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1 (2) Such investment could significantly affect the

2 economy of the United States.

3 (3) Large monetary reserves and capital accumula-

4 tions exist ia many oil exporting nations and other for-

5 eign countries and these reserves and accumulations may

6 be invested in this Nation.

7 (4) The potential consequences of foreign invest-

8 ment, particularly on a massive .-scale, cannot be calcu-

9 lated because the Federal Government lacks sufficient

10 information on foreign investment and its actual or pos-

11 slide effect on the national security, commerce, employ-

12 ment, inflation, and the general welfare.

13 (5) Federal agencies responsible for the collection

14 of data on foreign investment do not maintain adequate

15 programs for the gathering and analysis of sufficient de-

16 tailed data and information on such foreign investment

17 and planned investment and lack sufficient authority to

18 collect information sufficient to enable the Congress to

19 formulate and enact a reasoned and comprehensive pol-

20 icy with respect to such investment.

21 (b) It is therefore the purpose of the Congress in this

22 Act to 

23 (1) require foreign investors and their agents to

24 make public disclosure of their identities and the identi-

25 ties of their principals;
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1 (2) discover and disclose the nature and scope of all

2 significant foreign investment in the United States; and

3 (3) direct the Secretary of Commerce to analyze

4 sue'; investments and planned investments and make

5 recommendations with respect to foreign investment

6 policy.

f (c) Nothing in this Act is intended to restrain or deter

8 foreign investment in the United States or to discriminate

9 against any particular foreign investors.

10 DEFINITIONS '

** SEC. 3. As used in this Act, the term 

" (1) "Administration" means the Foreign Invpst-

" ment Administration, established by this Act;

(2) "foreign investment" means the ownership or
"11

control, by ownership of stock or other securities, by con-
Ifi ;

tractual commitments or otherwise, by any foreign ih-
17 vestor, of all or part of a United States company or prop-
18 erty which is located wholly or substantially in the

39 United States;
OA . . (

(3) "foreign investor" means 
5*1 » '(A) a foreign government, agency, or instru-
22 ' '  '

mentality thereof;
23 (B) an international agency or organization, as
24 defined by the Secretary;
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1 (C) a natural person who is not a citizen of the

2 United States;

3 (D) a company other than a United States

4 company;

5 (E) any person who, directly or indirectly, is

6 owned or controlled by or acting as agent or trustee,

7 for one or more such government, agencies, orga-

8 nizations, or persons; or

9 (F) two or more persons acting in concert for

10 the purpose of acquiring, holding, voting, or dispos-

"• ing of securities or for the purpose of acquiring, holpv-

m ing, or disposing of property, at least one of whom

13 is a person described in any of the preceding sub-

* paragraphs of this paragraph;

 (4) "person" includes any government or agency
16 or instrumentality thereof;
17

(5) "property" means any real or personal prop-
1 (2

erty and any other thing of value, including the right 

^ to acquire or control any real or personal property; 

^  (C>) "Secretary" means the Secretary of Com 

merce, or his delegate;

* (7) "United States company" means any corpo- 

ration, syndicate, partnership or other business unit 

organized in one of the United States, the Canal Zone,
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1 the District of Columbia, Guam, Puerto Rico, the Vir-

2 gin Islands, or any other possession of the United States.

3 FOKEKiN INVESTMENT ADMINISTRATION

4 SBC. 4. (a) There is established in the Department of

5 Commerce an agency to be known as the Foreign Invest-

6 ment Administration. The Secretary shall carry out the

7 provisions of this Act through the Foreign Investment Ad-

8 ministration and shall supervise the Director of such Ad-

9 ministration.

10 (b) The agency shall be administered and supervised

11 by a Director, who shall be appointed by the President, by

12 and with the advice and consent of the Senate. The Director

13 shall receive compensation at the rate now and hereafter

14 prescribed for offices and positions at level V of the Execu-

lo tive Schedule (5 U.S.C. 5316).

16 (c) Tne Director shall appoint a Deputy Director who

17 shall serve as Acting Director during any period of absence

18 or incapacity of the Director and who shall carry out any

19 duties delegated or assigned to him by the Director. The

20 Deputy Director shall receive compensation at a rate now

21 and hereafter prescribed for offices and positions at level of

22 GS-18 on the General Schedule (5 U.S.C. 5332).

23 (d) The Director may procure the temporary or inter-

24 mittent services of experts and consultants in accordance

25 with the provisions of section 3109 of title 5, United States
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, Code. Persons so employed shall receive compensation at a

2 rate to be fixed by the agency, but not in excess of the maxi-

3 mum amount payable under such section. While away from

4 his home or regular place of business and engaged in the

g performance of services for the Administration, any such per-

g son may be allowed travel expenses, including per diem in

7 lieu of subsistence, as authorized by section 5703 (b) of title

ig 5, United States Code, for persons in the Government serv-

9 ices employed intermittently.

10 (e) The Secretary is authorized, after investigation, to

H transfer the whole or part of the functions of any office sub-

12 ject to his jurisdiction to the Administration, upon the prepa-

13 ration of a reorganization plan for the making of the reorga-

14 nization as to which he has made findings and which he in-

15 eludes in the plan, and upon the submission of such plan to

16 Congress together with a declaration that such reorganiza-

17 tion is necessary or appropriate to further the purpose of this

lg Act: Provided, That such reorganization plan shall not be-

19 come effective if either House of Congress within sixty days

20 after the date of transmittal passes a resolution stating in sub-

21 stance that such House does not favor the reorganization

22 Plan-

23 ADMINISTRATIVE POWERS '

24 SEC. 5. The Administration is authorized  

25 (1) to issue such rules and regulations, in accord-
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1 ance with section 553 of title 5, United States Code, as

2 it deems necessary and appropriate to carry out the pro-

3 visions of this Act;

4 (2) to the extent necessary or appropriate to the

5 policy of this Act, to acquire and maintain property

6 (real, personal, or mixed, tangible, or intangible, or any

7 interest herein) by purchase, lease, condemnation, or in

8 any other lawful manner to sell, lease, or otherwise dis-

9 pose of such property in any manner; and to construct

10 operate, lease, and maintain buildings, facilities, or other

11 improvements on such property;

12 (3) to accept gifts or donations or services, money,

13 or property in any form;

14 (4) to enter into contracts or other arrangements

15 or modifications thereof, with any person, any depart-

16 ment or agency of the United States, and any State gov-

17 ernment or political subdivision thereof;

18 (5) to make advance, progress, or other payments

19 which the Director deems necessary or appropriate to

20 further the policy of this Act;

21 (6) to hold such hearings and to conduct investiga-

22 tions at such times and places as the Director determines

23 to be appropriate;

24 (7) to propose, in the discretion of the Director,

25 additional programs in furtherance of the policy of this
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1 Act to the Committee on Commerce of the Senate and

2 the Committee on Interstate and Foreign Commerce of

3 the House of Representatives without prior submission,

4 review, or clearance cf any other agency or officer of

5 the United States; and

6 (8) to take such other action as may be necessary

7 to carry out the provisions of this Act.

8 FOREIGN INVESTMENT DISCLOSURE

9 SEC. 6. (a) The Secretary may require any person sub-

10 ject to the jurisdiction of the United States to maintain a full

11 and accurate recorJ of any information (including journals

12 or other books of original entry, minute books, stock transfer

13 records, list of shareholders, or financial statements) germane

14 to the purpose of this Act, and to furnish under oath, in the

15 form of a report or otherwise, such information as the Secre-

16 tary may determine may be necessary to enable him to carry

17 out his responsibilities under this Act. The information which

18 may be required shall not be limited to holdings or transac-

19 tion but shall include any inform? tion necessary to the See- 

20 retary's functions under this Act in the possession of such

21 person, from whatever source derived, concerning foreign

22 direct investment and foreign portfolio investment by any

23 person whatsoever.

24 (b) (1) The Secretary shall, by regulation, order, or

25 otherwise, establish procedures which require the mainte-
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1 nance of records and the submission of reports by foreign

2 investors, and by such other persons as he determines to be

3 appropriate with respect to 

4 (A) any foreign investment in a United States com-

5 pany whose equity security is publicly traded on a na-

6 tional securities exchange or otherwise in the United

7 States if, after such investment, the foreign investor owns

8 or controls, directly or indirectly as the beneficial owner,

9 5 per centum or more of the equity securities of such

10 company, except that the Secretary may by regulation

11 establish a lower percentage of ownership requirement

12 consistent with the purposes of this Act 

13 (i) if he has reason to believe that two or more

14 foreign investors have acted in concert, or may act

15 in concert in the future, to acquire an aggregate of 5

16 per centum or more of such companies; or

17 (ii) in other circumstances where the impor-

18 tance of an industry, or the highly dispersed owner-

19 ship of a given industry or company makes it ad-

20 visable to establish a lower percentage requirement

21 in order to fulfill the objectives of this Act.

22 (B) any foreign investment in the United States

23 company whose stock is not publicly traded on a na-

24 tional securities exchange or otherwise in the United

25 States, if  

	8.1303——2



	60

 10

1 (i) after such investment 10 per centum or

2 more of the equity securities of such company is

3 owned or controlled, directly or indirectly as the

4 beneficial owner, by the foreign investor; and

5 (ii) at the time of such investment the total

6 assets of such company have a value of $3,000,000

7 or more.

8 (C) any foreign investment in the United States,

9 including but not limited to loans, long-term contracts,

10 and the ownership of properly or interests in property

11 which the Secretary determines, on the basis of objective

12 economic and other criteria, shall be subject to the rec-

1-3 ordkeeping and reporting requirements under this sub-

14 section, if the substantial effect of such investment is 

15 (i) to give or could be to give the foreign ir-

16 vestor a predominant influence on the management

17 or operation of a United States company described

18 in paragraph (A) or (B) of this subsection; or

19 (ii) to result in the ownership or control by

20 a foreign investor of more than 81,000,000 in

21 property in the United States except that the Secre-

22 tary may establish a lower figure if he determines

23 that a lower figure is necessary to identify significant

24 foreign investments in the United States.

25 (D) any foreign investment in the United States in
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real property with a fair market value in excess of 

2 $50,000, except that the Secretary may waive this 

o requirement if, after review, he deternn. ;;s that such 

> property is intended solely for personal use and contains 

, no exploitable natural resources and if such investment

,, does not exceed $250,000; 
o
  (E) any foreign investment in United States Gov-

g eminent or agency securities, notes, certificates of de-

  posit, or other marketable instruments exceeding

10 $1,000,000 per issue.

..., (2) The records and reports required under this section

-.  shall include but not be limited to 

-  (A) the name or names of the foreign investors

 involved; 

1t. (B) the nationality or citizenship and residence
ID

of the foreign investor or investors; 

_  (C) the country or countries with which any agency

or other organization which is a foreign investor is 
lo

affiliated or organized; 
19
ofi (D) the extent of the ownership or control which 

:able by such foreign investor, including 

(i) the details of any loan agreement, long-
22

term contract, or sale of assets; and
23  

(ii) the number of shares beneficially owned,

including the number of shares to which there is a 
25

58-521 O - 75 - 5

is exercisable by such foreign investor, including  
21
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1 right to acquire, directly or indirectly, by such for-

2 eign investor and by each member of the group

3 of such investors;

4 (3) Any report required under this section with respect

5 to an acquisition made after enactment of this Act shall be

6 submitted not later than ten days following the date of the

7 acquisition. Reports required under this section with respect

8 to existing foreign investments in the United States shall

9 be submitted to the Administration cot later than ninety

10 days following enactment of this Act.

11 (c) The Secretary is further authorized to issue such

12 rules and regulations as he deems appropriate in accordance

13 with the purpose of this Act to require any United States

14 company which knows or has reason to know of a foreign

15 investor in that company qualifying under subsection (b)

16 of this section to report such investment to the

17 Administration.

18 (d) The Secretary shall publish a quarterly report on

19 the nature and scope of foreign investment in the United

20 States during the quarter covered by the report. Such re-

21 port shall include, but not be limited to, a listing of trons-

22 actions whose disclosure is required by this Act, the names

23 of United States companies in which foreign investments

24 covered by this Act have been made and the extent of such

25 investments, the Secretary's assessment of any significant
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1 trends, on an industry-by-industey basi.3 and in the aggre-

2 gate, of foreign investment in'the United States during such

3 quarter, an'd such other infifrmutum he deems appropriate,

4 but it shall not include any information whose disclosure

5 would cause competitive injury to the foreign investor or

6 the United States company. The first report shall be due

7 ninety days after enactment of this Act and shall be issued

£ quarterly thereafter.

9 (e) The Secretary shall issue an'annual report to the

10 Congress no later than ninety days after the end of each

11 year on foreign investment in' the United States. Swh rt«-

12 port shall include, but not be limited to, the nature and

13 scope of foreign investment in the United States during

14' 'the previous year; 'thfe" industries and economic sectors 5n

15 which significant foreign 'investment occurred; a list of

16 major United States companies in which significant foreign

17 investment occurred; an identification of die geographical

18 regions, to the extent practicable, where significant foreign

19 investment'was made; an analysis 1 bf the economic impact 

20' of foreign investment in the United'States during the pre-

21 vious year, including' the effects of such'investment «n the

22 United States balance of payments, balance of trade, em-

23 ployment, and economic competitiveness; a summary of

24 significant actions taken by the United States Government

25 to improve and consolidate programs;'rules, and regula-
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1 tions relating to foreign investment in the United States; a

2 list of policy changes or recommendations issued by the

3 Secretary; and such other factors as the Secretary deems

4 relevant and appropriate.

5 GUIDELINES

6 SEC. 7. The Secretary is authorized, after such hear-

7 ings and consultations with other agencies and individuals

8 as he deems necessary and appropriate, to issue periodically

9 statements pertaining to United States policies on foreign

10 investments in the United States companies and property.

11 Such statements shall contain recommendations and guide-

12 lines on foreign investments in United States companies or

13 industries which are determined to be important for reasons

14 of national security, foreign policy, or economic security.

15 Such statements shall be printed in the Federal Register

16 and be made available for distribution through the

17 Administration.

18 USE OF INFORMATION

19 SEC. 8. (a). The Administration may secure from any

20 agency of the United States any information relating to for-

21 eign investment in the United States necessary to enable it

22 to carry out its duties under this Act. Upon request of the

23 Director, each such department or agency is authorized to

24 furnish such information to the Administration on a reimburs-

25 able basis or otherwise. The Administration may also supply



 ir.

1 iiifoniiation obtained under this section to other Federal

2 agencies and to foreign governments as deemed appropriate

3 by the Director pv^pt  ., otherwise provided in *his Act.

4 (b) The provisions of section 1905 of title 18, United

5 States Code, shall apply to the Administration, its officers

6 and employees, with respect to information obtained under

7 tliis section or in any other manner. The Administration shall

8 not release, without written permission of the person to whom

9 it relates, any irifoimation described in section 552 (b) of

10 title 5, United States Code. In addition to the Secretary, the

11 only individuals who may have access to information oh-

12 tained under this Act but not required to be published are

13 those sworn employees, including consultants, of the Depart-

14 ment of Commerce designated by the Secretary.

15 (c) Except for a proceeding under section 9 (b) of this

16 Act, no report or constituent part thereof may be produced

17 for any Federal judicial or administrative proceeding. No

18 agency of the United States or employee thereof may compel

19 the Secretary or the Director or any person which maintained

20 or furnished any report under section 6 (a) or6('b) to submit

21 any such report or constituent part thereof to that agency

22 or any other agency of the United States.

23 (d) Nothing in this Act shall be construed to require

24 or to authorize the Secretary to publish or make available

25 to any other person or organization in any manner except
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1 i;s herein authorized information which, if disclosed, would

2 encourage speculation or cause competitive injury to the for-

3 eigii investor or United States company.

4 ENFORCEMENT

5 SEC. 9. (a) Whoever willfully fails to furnish any

g information required pursuant to the authority of t'lis Act,

7 whether required to be furnished in the form of a report or

g otherwise, or to comply with any rule, regulation, order, or

9 instruction promulgated pursuant to the authority of this

10 Act may be assessed a civil penalty not exceeding $10,000

11 for each infraction on a proceeding brought under subsection

12 (b) of this section.

13 (b) Whenever it appear to the Secretary that any

14 person has failed to furnish any information required pur-

15 suant to the provisions of this Act, whether required to be

16 furnished in the form of a report or otherwise, or has failed

17 to comply with any rule, regulation, order, or instruction

18 promulgated pursuant to the authority of this Act, he may

19 in his discretion bring an action, in the proper district court

20 of the United States or the proper United States court of

21 any territory or other place subject to the jurisdiction of the

22 United States, seeking a mandatory injunction commanding

23 such person to comply with such rule, regulation, order, or

24 instruction, and upon a proper showing a permanent or

25 temporary injunction or restraining order shall be granted
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1 without bond, and such person shall also he subject to the

2 civil penalty provided in subsection (a) of this section.

3 (c) In any case in which the Secretary determines that

4 any foreign investor has made an investment subject to the

5 requirements of section 6 (b) and that such person has failed

g to comply with the provisions of such section, after such

7 notice and opportunity for hearing as he determines to he

g appropriate, he may bring an action in the proper United

9 States district court seeking the suspension of any and all

IQ voting rights of the securities until such time as the foreign

11 investor or his agent complies with the provisions of ibis

12 Act or such securities are sold. If the court determines that

13 the company's financial condition requires the exercise of

14 voting rights, it may authorize the Secretarv to exercise

15 such rights. In the case of loan or long-term contractual

16 agreements, the Secretary may bring an action in the proper

17 United States district court to prohibit the exercise of any

18 provision of such loan agreement or contract with respect

19 to management or operational rights until the foreign in-

20 vestor or his agent complies with the provisions of this Act

21 or until such loan or contract agreement terminates.

22 (d) Whoever willfully fails to submit any information

23 required pursuant to this Act, whether required to be fur-

24 nished in the form of a report or otherwise, or willfully

25 violatts any rule, regulation, order, or instruction promul-
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1 gated pursuant to the authority of this Act shall, upon

2 conviction be fined not more than $10,000 or, if a natural

3 person, may be imprisoned for not more than on> year or

4 both and any officer, director, or agent of any corporation

5 who knowingly participates in such violation may be pun-

6 ished by a like fine, imprisonment, or both.

7 (e) The Secretary or his duly authorized agent shall

8 have authority, for any purpose related to this Act, to sign

9 and issue subpenas for the attendance and testimony of wit-

10 nesses and the production of relevant books, papers, and

11 other documents, and to administer ooths. Witnesses sum-

12 moned under the provisions of this section shall be paid the

13 same fees and mileage as are paid to witnesses in the courts

14 of the United States. In case of refusal to obey a subpena

15 served upon any person under the provisions of this section,

16 the Secretary or his delegate, 3iiay request the Attorney

17 General to seek the aid of the United States district court for

18 any district in which such person is found to compel thnt

19 person, after notice, to appear and give testimony, or to

20 appear and produce the documents before the agency.

21 AUTHORIZATION FOR APPROPRIATION

. 22 SEC. 10. There is authorized to be appropriated sums
I

23 as may be necessary to carry out the provisions of this Act..:



BELVEDERE PRODUCTS, INC.,
Belviilere, III., April 15, 1975. 

Senator ADLAI E. STEVKNSON. 
Old Senate Office Building, 
Washington, D.C.

DEAR SENATOR STEVENSON : Attached is a letter which I received from the 
League of Arab States. Recently we discovered that we were on a list boycotting 
Belvedere Products from doing business with Arab countries and, of course, there 
is no current reason. Originally we had been a subsidiary of Revlon and so, sort 
of to find out what the problem was, I wrote and asked how we got off. I thought 
you would be interested in reading the seven points, and particularly the last 
point, indicating that they need 25 copies translated to Arabic.

I think this is real ridiculous and I hope you do also. Is there another govern 
ment body, a local one to see, or whatever that might make this much simpler? 

I would appreciate your recommendation. 
Yours very truly,

TED COWEN, President.
LEAGUE OF ARAB STATES, 

Damnscus, S. A. R., March 21,1975. 
BFXVEDEHE PRODUCTS, INC., 
72o Columbia Avenue, Belvidere, III.

GKNTI.EMF.N : We have the honour to acknowledge receipt of your letter dated 
March 10, 1975 whereby you inquire about tlie reason for putting the name of your 
company on the list of firms banned in the Arab countries and wish to thank you 
for your communication.

In this regard, we should advise that dealings with your company in the Arab 
countries were banned since 1966 because it Is a subsidiary of the American 
company Revlon, Inc. which is banned in all countries of the Arab world. How 
ever, in the light of your statement that Revlon is no longer participating to the 
ownership of your company which became independent from Revlon after its 
purchase by a group of employees, the Arab Boycott Authorities will he pleased 
to consider removing the ban imposed on your company and giving it the chance 
to resume its business relations with the vast market of the Arab countries, if 
you will arrange to present the following documents :

1. An official copy of the Articles of Association of vour company and any 
amendments made thereto.

2. A document extracted from the records of your company showing the total 
number of its share capital at the present time and the names and nationalities 
of natural and/or corporate persons owning the said shares now.

3. A c-»py of the Agreement/s under which the Revlon, Inc. sold your company 
jielvedere Products, Inc. to the purchasers.

4. Bankers' documentation evidencing that Revlon actually received the con 
sideration for selling Belvedere Products.

5. A statement showing the names and nationalities of the members of your 
company's Board of Directors prior to Its sale by Revlon as well as after the 
sale. You will also give the names of the parties represented by the present mem 
bers of the Board.

6. A document showing whether your company has any agreement with 
Revlon for manufacturing certain products of Revlon's products, for using any 
names or trademarks of Revlon en- any of its subsidiaries or for acquiring tech 
nical consultation or know-how from any of the Revlon companies.

7. A declaration showing the nature of your relations and those of your sub 
sidiary companies with Israel in the light of the following questions:

Do you or any of your subsidiaries :
(a) Have now or ever had main or branch factories or assembly plants 

in Israel?
(6) Have or ever had in Israel general offices for regional or international 

operations?
to) Grant or ever granted the right of using your names, trademarks, man 

ufacturing licenses, patents rights etc., to Israeli persons or firms?
(d). Participate or own shares, now or In the past, in Israeli firms or busi 

nesses outside or inside Israel?
(f) Render or ever rendered any technological assistance to any Israeli 

firm or business ?
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(/) Represent or ever represented any Israeli firm or business in Israel 
or abroad?

(g) Please give the names and nationalities of all companies into which 
you own shares or with which you are associated as well as the proportion 
of your shareholding In each of them.

We should draw your kind attention to the fact that all the above requested 
documents should be duly certified by your chamber of commerce or Industry, 
or executed before a notary public and then authenticated by the closest consu 
late or diplomatic mission of any Arab country. Moreover, the English legal 
ised originals of such documents should be accompanied by 25 copies of the 
Arabic translation of each of them. 

We remain,
Very truly yours,

MOHAMMED MAHMOUD MAHOOUB.
Commissioner General.

Senator STEVENSON. The next witness is Gerald L. Parsky, As 
sistant Secretary of Treasury for Trade, Energy, and Financial Re 
sources Policy Coordination.

Thank you, Mr. Parsky, for joining us this morning.
As I indicated to Mr. Tabor, you will be welcome to condense and 

I will enter into the record if you prefer.

STATEMENT OF GERALD I. PARSEY, ASSISTANT SECRETARY, 
TRADE, ENERGY, AND FINANCIAL RESOURCES POLICY COORDI 
NATION, DEPARTMENT OF TREASURY

Mr. PARSKY. Mr. Chairman, I would like to do that if I could. I 
noted you have asked a number of questions already of Mr. Tabor, 
and he has been able to express the administration position on a num 
ber of issues.

I would like to go through certain points in my testimony, but I 
would appreciate it if you would submit it in full for the record.

Senator STEVENSON. The full statement will be entered into the 
record.

Mr. PARSKY. Let me begin, if I could, Mr. Chairman, by offering 
some general observations about the policy, I think, that we should 
be pursuing with respect to foreign investment in this country, the 
Arab boycott and the items of legislature.

First, we believe this Government should maintain its commitment 
to free and open international capital markets, imposing limitations 
only in narrowly defined circumstances where essential national in 
terests are involved.

Second, we do not believe the fact or the amount of the recent ac 
cumulations of wealth in certain oil-producing countries warrants a 
deviation from this policy.

Third, we do not believe that the answer to the Arab economic 
boycott lies in additional legislation authorizing a response in kind 
by this Government.

And, fourth, with regard to foreign investment in the United States, 
we believe existing laws are adequate to combat discrimination against 
U.S. nationals on religious, ethnic or other grounds. We are, however, 
reviewing the scope of present authority in this area and will rec 
ommend new, reinforcing legislation if this is necessary.

I have divided the testimony into two parts, the first to discuss 
issues related to foreign investment, and then the second to treat
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the Arab boycott question, specifically in the context of the proposed 
legislation.

Our policy with respect to foreign investment is based on the belief 
that free market forces will direct worldwide capital flows in the 
most productive way and that such an open policy toward foreign 
investment will result in direct benefits to our economy. 

I go through a number of these benefits in my text, Mr. Chairman. 
First, maintenance of our open policy toward foreign capital flows 

gives the U.S. firm maximum flexibility in seeking needed capital 
funds.

Second, foreign direct investors have contributed substantially to 
the competitiveness and efficiency of our national economy.

Third, as this subcommittee is particularly aware, we are by far 
the Ir-gest foreign investor in ti?e world. The book value of our direct 
investments alone is well over $100 billion; some six times greater 
than direct investments in this country.

Finally, a fourth, vore subtle reason for caution is the leadership 
role we play in the world economic picture. We need only recall the 
experience of the 1930's, when the willingness of the United States 
to adopt restrictive trade practices resulted in retaliatory conduct 
by other nations and helped turn a recession into a full-fledged world 
depression.

As I mentioned, Mr. Chairman, each of those points I raised are 
enumerated in some detail in the text of the testimony.

This leadership role may have been a factor in the decisions of other 
industrialized countries to refuse to respond to OPEC accumulations 
with investment restrictions.

In many of these countries, there were fears about tho possible 
harmful effects of substantial investments by the oil-producer coun 
tries. These countries have much smaller economies and financial mar 
kets than the United States and thus have less capacity to absorb 
sizable foreign investments. Nevertheless, there is general agreement 
that the industrialized countries should maintain the current degree 
of freedom for international capital movements.

It is important to recognize that while the existing foreign invest 
ment policies of the industrialized countries range from the very 
liberal to the quito restrictive, I think it is noteworthy that a general 
move toward new restrictions has not taken place.

Since the sharp rise in the price of oil, no industrialized nation has 
indicated an intention to apply discriminatory treatment to foreign 
direct investment from the oil-producing states.

And no country plans to give special incentives to such direct in 
vestments, recognizing that if this were to become the policy of some 
countries, it could lead to distortions in capital flows and undesirable 
competition between the industrialized countries for OPEC funds to 
the net detriment of all.

I firmly believe that this policy, consistently applied throughout the 
world, will best serve the cause of international economic and political 
well-being. And, after careful review, we can state that there is nothing 
in the conduct of the OPEC investors which should lead us to deviate 
from such a policy.

Contrary to some popular expectations, there has not been a massive 
influx of money, nor has there been increased takeover activity by
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investors from the oil-producer nations. Instead, the United States 
has been receiving a relatively modest share of the investable funds 
accumulated by these countries. In 1974, less than $] billion of the oil 
producers' $60 billion investable surplus was invested in corporate 
securities, real estate and othe: private sector investments. Even when 
passive investments in U.S. Government securities and commercial 
bank deposits are included, our share of the worldwide total was less 
than 20 percent.

Flows this year have slowed substantially, which has been the result 
of smaller surpluses being accumulated by the producers, and there 
has been a significant reduction of the proportion of these funds being 
placed in the United States.

Through the first half of the year, investments in the United States 
by the oil-producing nations totaled about $2*4 billion, only about 
0 percent of the estimated $24 billion surplus accumulated by the oil 
producers during this period.

This 9 percent, as I said, is in contrast to the approximately 20 per 
cent we received last year.

An increasing proportion of these funds is being placed in longer 
term investments, including bank time deposits, government bonds, 
and corporate bonds and equities. This reflects the increasing economic 
sophistication of the oil producers and their recognition that their 
long-term interests are. in a large part, dependent on the economic- 
strength of the industrialized world.

It, of course, also reflects the recent improvements in the relative 
yield of long-term investments as compared to short term.

Despite this longer term interest, I would be very surprised if as 
much as $3 billion of OPEC funds were to be invested in what we call 
long-term instruments in the private, corporate and real estate sectors 
in 1973.

This figure, which includes investments in a broad variety of assets, 
is less than 2 percent of the 1973 transaction volume on the New York 
Stock Exchange alone. It would represent barely 23 percent of the 
foreign purchases of U.S. securities in 1973, which were nearly $13 
billion. Our economy certainly is not being overwhelmed by OPEC 
funds.

A highly significant development is the decline in OPEC surpluses 
as a whole. This year we anticipate the total OPEC surplus will be on 
the order of $45 billion, a 25-percent reduction from last year. This 
sharp reduction is due in larrre part to a reduction in the demand for 
OPEC oil; 30 percent of OPEC available capacity has been closed 
down to maintain current oil price levels.

Another important factor reducing the surplus is the strong 
growth in OPP^C imports of goods and services. The OPEC countries 
may increase their import volumes some 30 to 35 percent this year on 
top of nearly a 40-percent increase in 1974.

We now exr>ect the cumulative surplus to peak somewhere in the 
range of $175 billion to $250 billion in 1974 dollars far below the scare 
figures of early this year.

While it is impossible to predict accuratslv what portion of future 
surpluses will be channeled into direct investments hi TT.S. industry, it 
is reasonable to expect that the proportion will be small. The producers
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will continue to place the majority of their funds in portfolio invest 
ments and various government-to-government transactions.

Even if we agree that the amount of funds OPEC will have avail 
able for investment does not warrant a change in policy, it is still 
important, we feel, to consider the policies these countries are pursuing 
with respect to the funds that are available.

Although the approaches to investment differ among the OPEC 
countries, each emphasizes return on investment. These countries have 
neither the desire to control nor the manpower to manage companies 
in t' United States. Instead, we can expect them to act like our do 
me 1 o institutions, widely diversifying their portfolios in a manner 
designed to yield the best long-term return.

As a practical matter, only Kuwait, the Gulf States, and Saudi 
Arabia will accumulate far more in revenues than they can hope to put 
to use domestically. The Kuwaitis are particularly sophisticated in the 
field of foreign investment, and they are exploring the entire spectrum 
of profitable long-term investment opportunities. They will be seeking 
to acquire assets that are at least no less valuable, in their view, than 
oil in the ground. They have told me that they do want to participate 
in our equity markets, because they believe they provide opportunity 
for long-term growth.

They have little interest, however, in obtaining controlling interests 
in existing firms. The other Gulf States are likely to follow investment 
policies quite similar to those of Kuwait.

In my discussions with the financial leaders in Abu Dhabi, they 
expressed an interest in real estate as well. They indicated that they 
would invest up to 15 percent of available funds in the real estate 
sector.

I would point out with respect to Abu Dhabi, they don't anticipate 
any surph j funds being available in 1975, as a result of substantial aid 
commitments but, again, the desire is for safe, long-term investment 
and not control.

Saudi Arabia, the country that will have the largest surpluses, has 
developed an investment strategy which emphasizes stability as re 
flected in requiring a steady pattern of dividend payments growth  
as reflected in requiring a steady pattern of earnings increases and di 
versification. They have been most conservative in their investment 
policy in the past and I believe they will continue to be. 'xhey too are 
beginning to look more to equitv investment, but I would be surprised 
based on my discussions to see the Saudi Arabian Government invest 
more than 5 percent in any particular company.

Iran's foreign investment policies are strongly influenced by its in- 
terna' development needs. Because of their capacity to develop their 
own c<,,;ntry. Iran will not have a significant amount of surplus funds 
available for long-term investments abroad. In fact, Iran will most 
likely be a net borrower of funds within a venr. The long term invest 
ments it does make will be concentrated in companies which can help 
Iran expand its domestic, industrial base by providing it with access to 
foreign products, increased technology, manpower skills, and resources 
of a portfolio nature. I do not believe Iran will be interested in invest 
ing in real estate or highly speculative ventures.
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The remaining OPEC countries are likely to concentrate on liquid, 
short-term investments. Few long term direct foreign investments by 
these countries are likely.

All of these countries realize that the investment decisions they make 
now are their insurance for the future. Thus, they will seek secure, 
sound investment opportunities. A recent example of such an invest 
ment is the purchase by Saudi Arabia of a $100 million note of Ameri 
can Telephone and Telegraph Co., which will not result in control of, 
or Any voice in A.T. & T. activities.

Further, it's interesting to note that the company chosen for the in 
vestment is subject to extensive State and Federal regulation. To me 
this provides a good illustration of a responsible investment based on 
long-term financial objecUves. It's the kind of approach that I believe 
will dominate the invest meats of these countries in the months ahead.

Despite the fact that we see no prospect that the major OPEC in 
vestors will seek to obtain control over sectors of our economy, it is still 
important to make sure that existing laws and regulations provide 
adequate safeguards against undesirable activity by foreign investors 
The administration undertook such a review earlier this year. We con 
cluded that there wa;; no need for further legislation in this area be 
cause safeguards in existing law are adequate to meet forseeable 
potential problems.

I believe, Mr. Chairman, that in my statement I outlined a number of 
the laws that are currently in effect and tKfet we feel do adequately pro 
vide safeguards. They are broken down into various categories, those 
which restrict investment in certain sectors, those which prevent abuse, 
and I also mentioned the fact that every foreign investment is sub 
ject to the same laws and regulatory constraints which control TT.S. 
IxisinesK. I think it is important to focus on these. I will leave them 
for the record in terms of all of the laws mentioned.

T also might mention that I have prepared and would like to submit 
for the record a detailed report on all U.S. laws and regulations which 
:ire of particular relevance to foreign investment in the United States 
and, if you will permit, T would submit that for the record.

Senator STEVEXSOV. It will be entered into the record.
Mr. PARSKV. Along with confirming the adequacy of existing safe 

guards, the administration's review reaffirmed the traditional foreign 
investment policy of our Government and concluded that no sdditional 
limitations on investment were warranted. At the same time, however, 
we did decide that it would he desirable to take several administrative 
actions to supplement present arrangements.

First, the President has established a continuing, high level, inter- 
agency Committee on Foreign Investment in the United States to serve 
as the focal point within the executive branch for coordinating forr^n 
investment policy and to address specific foreign investment issues.

Second, the Department of Commerce has created a new office of 
Foreign Investment, which will centralize and improve the gathering 
of available information on foreign investment and its dissemination.

Third, we have advised all foreign governments that the United 
States will expect any foreign government contemplating a major 
direct investment in the United States to seek advance consultations 
with us on the prospective investment.
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I personally have discussed this policy with the major potential gov 
ernmental investors in the Middle East and found a broad acceptance 
of the concept as long as it applied to all governments on a nondis- 
criminatory basis. The response by these governments was varying, 
some being willing to have a much more formalized government-to- 
government mechanism than others; but, on general, I w ' ^ say there 
was broad acceptance of the concept.

To some extent, such consultations had already been t .ng place. 
Iran, for instance, did discuss their potential purchase of an interest 
in Pan American. Recently, we learned of a potential joint venture by 
the Government of Romania and the Island Creek Coal Co. in a coal 
mine. We have contacted the Romanian Government and they will be 
consulting with us on this potential investment.

This process of consultations is, we believe far preferable to the leg 
islative proposals for formal screening or prenotification mechanisms, 
such as the ones contained in S. 425. Our approach will be much more 
selective, involving only those few major direct investments that may 
raise important public policy issues. The important thing to emphasize 
is that our interest is not to raise any new barriers to foreign invest 
ments but to provide a mechanism by which a foreign government can 
learn of the U.S. Government's views on a prospective major direct 
investment before it is undertaken. Therefore, the process will minimize 
the possibility of misunderstandings or future investment disputes. 
Such consultations will thus prove beneficial to the prospective inves 
tors as well as to the United States.

With respect to the other investment aspects of S. 425,1 would like 
to reiterate the views that former Under Secretary Jack F. Bennett 
presented to the. Subcommittee on .Securities in March. Our overall 
conclusion was that new legislation directed to foreign investment re 
porting and control would not provide any significant additional 
safeguards, but would in practice be likely to deter a substantial 
amount of beneficial investment in the United States. Moreover, these 
provisions would, if broadly implemented, violate a number of existing 
Treaties of Friendship. Commerce, and Navigation a'ld other inter 
national agreements.

Insofar as S. 425 is designed to improve disclosure of beneficial 
ownership of U.S. corporations, the administration generally supports 
this objective. However, I will say that we would oppose any provision 
which discriminates in this regard against foreign investors. We have 
been working with the Securities and Exchange Commission (SEC) 
in this area, and I understand Chairman Garrett of the SEC will ad 
dress this issue in considerable detail.

In our negotiations with foreign governments we have consistently 
asked that U.S. firms operating in their countries be accorded equal 
treatment. If the United States should now introduce discriminatory 
provisions, we can expect, retaliation in the form of discriminatory 
i-estrictions on U.S. investments in foreign countries.

Let me now turn to S. 053 and the subject of the Arab boycott. 
S. 953 would amend the provisions of the Export Administration Act 
to broaden the reporting requirements of the act, authorize the Sece- 
tary of Commerce, to require firms to supply additional information 
including intended compliance, and give the President express au 
thority to order "the curtailment by any U.S. concern of exports to,
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investments in, or any other economic transactions w ; th countries 
which impose boycotts or engage in restrictive trade practices."

Mr. Chairman, you have made clear that this bill has been proposed 
primarily with the current Arab economic boycott of Israel in mind. 
The position of the Treasury Department on the Arab boycott and on 
religious and other discrimination against Americans has been ex 
pressed in detail in testimonies I and other Treasury officials have 
given before several Senate and House Committees. My testimony on 
March 13, 1975, before the Subcommittee on International Trade and 
Commerce of the House Committee on Foreign Affairs treats the 
subject in extension depth and I would like to submit a copy of that 
statement for the record.

Senator STKVKXSON. That will be entered in the record. (See p.104.)
Mr. PAHSKY. Stated most simply, we strongly oppose the boycott. 

We have, and will continue to carry out, in a manner consistent with 
laws and policies of the United States, the policy set forth in the Ex 
port Administration Act to oppose any restrictive trade practices or 
boycotts and encourage U.S. firms to refuse to act in furtherance or 
support of such restrictive trade practices or boycotts. The Depart 
ment of Commerce has taken steps to insure enforcement of the report 
ing requirements of the Export Administration Act. It has sent a 
circular to U.S. firms engaged in export activities drawing their 
attention to the requirement of the Export Administration Act, and 
Secretary Tabor outlined a number of other activities Commerce has 
undertaken.

Perhaps more importantly, we are continuing our efforts to demon 
strate to Arab countries the importance to their own development 
efforts of unfettered trade and economic relations with all U.S. firms. 
We believe this process will help create the conditions which will 
enable even more U.S. firms to maintain commercial ties with both 
Israel and the Arab world.

Further, with respect to discrimination against Americans based 
on religious, ethnic or other grounds, the President has declared in 
the strongest possible terms his determination to prevent such prac 
tices. We will not permit others to impose such discrimination upon 
our society. Department of Justice representatives have recently testi 
fied before the House Committee of the Judiciary on the broad range 
of actions which can be taken under current laws to prevent discrimi 
nation of this type and the Comptroller of the Currency has issued 
a directive, to all national banks warning against discriminatory prac 
tices and noting that compliance will be assured by means of regular 
bank examinations.

In addition, the administration is in the process of reexamining our 
legal and other means in this area of religious, ethnic or other dis 
crimination. An interdepartmental study is being conducted to deter 
mine the adequacy of existing U.S. laws and what additional steps, if 
any. should be taken by the Government in response.

Turning to the specific provisions of S. 953, the broader reporting 
requirements prescribed therein would present no problem to the 
Treasury Department, and we do not oppose them. The troublesome 
aspect of the bill in our mind is the provision for action against boy 
cotting countries, which although stated in broad discretionary terms 
would specifically authorize our curtailment by any U.S. concern of
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exports to or other types of economic transactions with countries im 
posing boycotts.

Although, as a technical matter, I realize that the discretionary 
authority need not be exercised by the President, 1 believe that this 
legislation raises important issues that must be addressed before we 
move in this direction. First of all, we believe that the retaliatory 
provisions of the bill would not alleviate the Arab boycott, but in 
stead would risk aggravating it.

The policy of the Arab States will not be affected positively by the 
threat of action by the United States as proposed in S. 953. Rather, 
a possible action by the United States of curtailing exports or other 
transactions by American firms complying with the boycott would in 
most cases merely cause the Arab States to seek other sources of sup 
ply, thus adversely affecting our own economic interests. Such occur 
rence would damage U.S. interests, both here and in the whole Middle 
East area.

Moreover, the bill would inject an element of uncertainty into ex 
isting U.S. business relations with the Arab world, since the President 
could at any time act to prohibit exports and other economic transac 
tions with any of the Arab countries.

For these reasons, it would place us at a competitive disadvantage 
potentially vis-a-vis the industrialized countries of Europe and Asia 
which actively compete with us for export sales and other transac 
tions in the expanding Middle East market. At a time of gradual 
economic recovery and continuing high unemployment in the United 
States, it would not be advisable to take action which would fail to 
achieve its proclaimed objective and which could have adverse effects 
on our economy.

The broad authority given to the President to take action including 
curtailment by a U.S. concern of exports to, investments in, and other 
economic transactions with Arab countries also raises a number of is 
sues affecting international trade and investment policies as a whole. 
We shoi'.ld be very cautions in taking action which would undermine 
our traditional policies of a free and open market for trade and in 
vestment, both in the United States and in foreign countries.

Finally, it should he, underscored that the boycott arose out of the 
Arab-Israeli conflict, and continues to be viewed as part of that con 
flict. We believe it can best be resolve/1 through a peaceful settlement 
in the Middle East, and not by imposing or threatening to impose 
restrictions on investment or on severing economic ties.

We strongly oppose the so-called "Boycott amendment" to S. 425 
for many of the same reasons. Although I shall not discuss this aspect 
of S. 425 in detail instead referring the subcommittee to testimony 
given before the Securities Subcommittee I should point out that S. 
425 may be far more dangerous and self-defeating than S. !)54. By au 
thorizing the President to prohibit direct investments in the United 
States by boycott participants, it virtually guarantes constant con 
frontations and potentially closes our economy to an important po 
tential source of investment capital.

Contrary to such a potentially harmful and self-defeating aproach 
through coercive legislation, we believe we are in a real sense working 
to end the boycott of U.S. firms by promoting closer economic ties 
with all of the nations in the, Middle East. These ties serve to demon-
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strate the potential contribution of U.S. firms to their economies. 
There is economic cost to the Arab countries involved in boycotting 
U.S. firms the opportunity cost of foregoing U.S. technology, man 
agerial talent, and capital and this cost, will become clearer as eco 
nomic cooperation increases.

We believe this is an especially important consideration wi'h re 
gard to the non-oil-producing countries in the Middle East which are 
more readily inclined to the removal of impediments to heir own eco 
nomic growth. Thus, we have seen cases where companies have been 
permitted to do business in these non-oil-producing countries, al 
though they continue their relationship with Israel.

These actions are part of a continuing initiative to make clear to 
Arab governments that we consider the boycott injurious to our bi 
lateral relations and to their development efforts. These points are 
being made clear in our regular diplomatic contacts and in the con 
text of the bilateral joint commissions we have with several Arab 
countries.

Finally, we are working to create an econon.,c and political cli- 
rr.ate in which a lasting peace settlement in th" Middle East is pos 
sible. Such a peace settlement is clearly the best way to bring a defin 
itive end to the Arab boycott.

Ladies and gentlemen, it is not an overstatement to say that the 
questions facing this subcommittee today are of utmost importance 
to countries around the world. Clearly we could take actions to restrict 
investment or terminate economic relations with countries with whom 
we do not always agree. This would take us down the path of eco 
nomic warfare. On the other hand, we also have the ability to seek 
solutions to the problems of the world by bringing parts of that world 
closer together and creating greater understanding. That is the path 
that I believe is essential to bringing about peace.

Mr. Chairman, we are opposed to the Arab boycott. Under Sec 
retary Simon's leadership, we in the Treasury have taken an active 
role in working with both Israel and the Arab countries to fashion 
an economic climate in which both sides can achieve the economic de 
velopment they rightfully seek. We will continue these efforts. We 
must avoid actions which would frustrate, if not terminate, these 
efforts and potentially damage the critical political negotiations as 
well.

Thus. I strongly urge the Congress not to yield to the temptations 
of retaliating through trade and investment curbs. We must recog 
nize that economic warfare, or the threat of such warfare, will be 
counterproductive to everyone.

Thank you, Mr. Chairman. I would be glad to answer any questions.
[These documents follow in this order: 1. Statement of Assistant 

Secretary of the Treasury Gerald L. Parsky, of July 22, 1975; 2. 
Statement of Assistant Secretary of the Treasury Gerald L. Parsky, 
of March 13. 1975; and, 3. Document, "Summary of Federal Laws 
Bearing on Foreign Investment in the United States":]
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STATEMENT BY THE HONORABLE GERALD L. PARSKY 
ASSISTANT SECRETARY OF THE TREASURY

BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL FINANCE 

SENATE COMMITTEE ON BANKING, HOUSING AND
URBAN AFFAIRS 

TUESDAY, JULY 22, 1975, AT 10:00 A.M.

Mr. Chairman, I am pleased to have the opportunity to discuss 

the Administration's policy with respect to foreign investment 

in this coi'ntry, the Arab Boycott and the items of legislation 

now pending before this Subcommittee.

Let me begin by offering some general observations 

about the policy we should be pursuing in these important 

areas. First, we believe this government should maintain 

its commitment to free and open international capital 

markets, imposing limitations only in narrowly defined 

circumstances where essential national interests are 

involved. Second, we do not believe the fact or the 

?.mount of the recent accumulations of wealth in certain 

oil producing countries warrants a deviation from this 

policy. Third, we do not believe that the answer to the 

Arab economic boycott lies in additional legislation 

authorizing a response in kind by this government.

WS-362



80

- 2 -

And, fourth, with regard to foreign investment in the U.S., 

we believe existing laws are adequate to combat discrimination 

against U.S. nationals on religious, ethnic or other grounds. 

We are, however, reviewing the scope of present authority and 

will recommend new, reinforcing legislation if this is necessary.

I would like first to discuss issues related to foreign 

investment in the U.S. and proposed legislation which would 

place additional restrictions on such investment, including 

S.425, S.99S and S.1303. Then, I will treat the Arab boycott 

question specifically in the context of proposed legislation, 

including S.953. 

Advantages of Administration Policy on Foreign Investment

Our policy with respect to foreign investment is based on 

the belief that free market forces will direct worldwide 

capital flows in the most productive way and that such an open 

policy toward foreign investment will result in direct bene 

fits to our economy:

First, maintenance of our open policy towards foreign 

capital flows gives the U.S. firm maximum flexibility in seeking 

needed capital funds. At a time when firms are facing difficult 

financing requirements, it would not be wise to raise new 

restrictions on the available sources of capital. Our open 

policy towards capital flows is conducive to a healthy growing 

U.S. economy and in this respect is beneficial to domestic 

capital formation.
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Second, foreign direct investors have contributed substan 

tially to the competitiveness and efficiency of our national 

economy. These contributions have come in the form of new 

products or processes and new management techniques and skills 

that, in many cases, have been diffused throughout our 'conomy. 

The pharmaceutical industry is a good example of the introduction 

by fortign investors of important new technology.

Many people are not aware of the fact that some of our 

best-known companies are partially or totally-owned by foreign 

investors. Companies such as Shell, Lever Brothers, and Nestle Co. 

yield the U.S. economy the same benefits as their domestically- 

owned counterparts -- that is, employment opportunities, tax 

revenues, and competitively-priced goods and services. Foreign 

direct investments are often in U.S. indus^-l.% s that are rela 

tively concentrated, and the entrance of foreign firms usually 

results in desirable increases in the level of competition 

in these industries, a development from which the whole economy 

benefits. Still others have played a major role in the 

development of a particular state or region. For example, in 

California, investments such as Paul Masson, Sony and Toyota 

mean more jobs and other important benefits to the state's 

economy.

More importantly, the behavior of these companies does 

not differ from domestically-owned companies. The ownership 

of these companies has not altered the way in which they 

function -- they still must abide by our laws, and they still 

must compete in our market place.
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Third, as this Subcommittee is particularly aware, we 

are by far the Jargest foreign investor in iV>e world. The 

book value of our direct investments alone is well over $100 

.billion; some six times greater than direct investments in 

this country. As we have invested around the world, we have 

negotiated numerous treaties of friendship, commerce and 

navigation under which investors from other nations are promised 

equal treatment with American citizens with respect to invest 

ments within the United States. As we consider changes in our 

policies, we must be cautious not to endanger these important 

commercial treaties.

Finally, a fourth, more subtle, reason for caution is *.he 

leadership role we play in the world economic picture. We need 

only recall the experience of the 19JO's, when the willingness 

of the United States to adopt restrictive trade practices resulted 

in retaliatory conduct by other nations and helped turn a 

recession into a full-fledged world depression. If the United 

States, with our historical support of free capital movements, 

were to adopt investment restrictions, this action might influ 

ence other nations to take similar measures. At a time when the 

need for worldwide cooperation is at peak, the rations of the 

world, led by the United States, would be retreating into 

isolated economic shells. ' 

Foreign Investment Policies of Other Countries

This leadership role may hpve been a factor in the decisions 
of other industrialized countries to refuse to respond to OPEC 
accumulations with investment restrictions.
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In many of these countries, there were fears about the 

possible harmful effects of substantial investments by 

the oil producer countries. These countries have much 

smaller economies and financial markets than the United 

States and thus have less capacity to absorb sizeable 

foreign investments. Nevertheless, there is general 

agreement that the industrialized countries should main 

tain the current degree of freedom for international capital 

movements.

While the existing foreign investment policies of 

the industrialized countries range from the very liberal 

to the quite restrictive, I think it is noteworthy that 

a general move towards new restrictions has not taken place. 

Since the sharp rise in the price of oil, n> industrialized 

nation has indicated an intention to apply discriminatory 

treatment to foreign direct investment from the oil 

producing states. And no country plans to give special 

incentives to such direct investments, recognizing that 

if this were to become the policy of some countries, it 

could lead to distortions in capital flows and undesirable 

competition between the industrialized countries for OPEC 

funds to the net detriment of all.
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Germany is an instructive case. Germany has long 

followed liberal foreign investment policies similar 

to those of the United States. Over the past year, 

there have been several major investment? by oil producers 

in important German companies -- Krupp by Iran, Daimler- 

Benz by Kuwait, for example -- and these transactions led 

to increased pressures for new restrictive policies. 

However, the German government has consistently opposed 

legislative restrictions, instead adopting the approach 

of seeking prior consultations on any major investments 

in German enterprises. They have such an agreement with 

Saudi Arabia and are seeking similar understandings 

with other oil producers.

I firmly believe that this policy, consistently 

applied throughout the world, will best serve the cause 

of international economic and political well-being. And, 

after careful review, we can state that there is nothing 

in the conduct of the OPEC investors which should lead us to 

deviate from such a policy. 

Oil Producer Surpluses and Investments

Contrary to some popular expectations, there has not been 

a massive influx of money,nor has there been increased 

takeover activity by investors from the oil producer
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nations. Instead, the United States has been receiving 

a relatively modest share of the investable funds accumu 

lated by these countries. In 1974, less than $1 billion of 

the oil producers' $60 billion investable surplus was 

invested in corporate securities, real estate and other 

private sector investments. Even when passive investments 

in U.S. Government securities and commercial bank deposits 

are included, our share of the worldwide total was less 

than 20 percent.

Flows have slowed substantially this year, which have 

been the result of smaller surpluses being accumulated by 

the producers and there has been a significant reduction of 

the proportion of these funds being placed in the United 

States. Through the first half of the year, investments 

in the United States by the oil producing nations totaled 

about $2 1/4 billion, only about nine percent of the 

estimated $24 billion surplus accumulated by the o.-.l 

producers during this period.

An increasing proportion of these funds is being 

placed in longer-term investments, including bank-time 

deposits, government bonds, and corporate bonds and 

equities. This reflects the increasing economic sophisti 

cation of the oil producers and their recognition that their 

long-term interests are, in a large part, dependent on 

the economic strength of the industrialized world.
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It, of course, also reflects the recent improvements in the 

relative yield of long-term investments as compared to short

term investments.
Despite this longer term interest, I would be very

surprised if as much as {3 billion of OPEC funds were 

to be invested in long term instruments in the private, 

corporate and real estate sectors in 197S. This figure, which includes 

investments in a broad variety of assets, is less than two percent 

of the 1973 transaction volume on the New York Stock 

Exchange alone. It would represent barely 23 percent 

of the foreign purchases of U.S. securities in 1973, which 

were nearly $13 billion. Our economy certainly is not 

being overwhelmed by OPEC funds.

A highly significant development is the decline in 

OPEC surpluses as a whole. This year we anticipate the 

total OPEC surplus will be on the order of $45 billion, 

a 25 percent reduction in one year. This sharp reduction 

is due in large part to a reduction in the demand for 

OPEC oil: 30 percent of OPEC available capacity has 

been closed down to maintain current oil pries levels.

Another important factor reducing the surplus is the 

strong growth in OPEC imports of goods and services. Tht 

OPEC countries may increase their import volumes some 30 

to 35 percent this year on top of nearly a 40 percent 

increase in 1974.
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We now expect the cumulative surplus to peak some 

where in the range of $175 billion to $250 billion in 

1974 dollars, far below the scare figures of early this 

year. While it is impossible to predict accurately what 

portion of future surpluses will be channeled into direct 

investments in U.S. industry, it is reasonable to expect 

that the proportion will be small. The producers will 

continue to place the majority of their funds in portfolio 

investments and various government-to-government 

transactions. 

Investment Policies of Producer Governments

Even if we agree that the amount of funds OPEC will 

have available for investment does not warrant a change in 

policy, it is still important to consider the policies these 

countries are pursuing with respect to the funds that are 

available. Although the approaches to investment differ 

among the OPEC countries, each emphasizes return on invest 

ment. These countries have neither the desire.to control 

nor the manpower to manage companies in the United States. 

Instead, we can expect them to act like our domestic insti 

tutions, widely diversifying their portfolios in a manner 

designed to yield the best long tern return.

As a practical matter, only Kuwait, the Gulf States, 

and Saudi Arabia will accumulate far more in revenues than
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they can hope to put to use domestically. The Kuwaitis 

are particularly sophisticated in the field of foreign 

investment and they are exploring the entire spectrum of 

profiLible long-term investment opportunities. They will 

be seeking to acquire assets that are at least no less 

valuable, in their view, than oil in the ground. They 

have told me that they do want to participate in our 

equity markets because they believe they provide opportunity 

for long-term growth. They have little interest, however, 

in obtaining controlling interests in existing firms. The other 

Gulf States are likely to follow investment policies quite 

similar to those of Kuwait. In my discussions with the 

financial leaders in Abu Dhabi, they expressed an interest 

in real estate as well. They indicated that they would 

invest up to IS percent of available funds in the real 

estate sector. Again, the desire is for safe, long-term 

investment and not control.

Saudi Arabia, the country that will have the largest 

surpluses, has developed an investment strategy which 

emphasizes stability as reflected in requiring a steady 

pattern of dividend payments- -growth- -as reflected in 

requiring a steady pattern of earnings increases-and
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diversification. They have been most conservative in their 

investment policy In the past and will continue to be. 

They too are beginning to look more to equity investment, but 

would be surprised to see the Saudi Arabian Government 

invest more than 5 percent in any particular company.

Iran's foreign investment policies are strongly 

influenced by its internal development needs. Because of 

their capacity to develop their own country, Iran will not 

have a significant amount of surplus funds available for 

long term investments abroad. In fact, Iran will most 

likely be a net borrower of funds

within a year. The long term investments it does 

make will be concentrated in companies which can help 

Iran expand its domestic industrial base by providing it 

with access to foreign products, increased technology, 

manpower skills, and resources of a portfolio nature. 

I do not believe Iran will be interested in investing in 

real estate or highly speculative ventures.

The remaining OPEC countr: are likely to concen 

trate on liquid, short term investments. Few 

long term direct foreign investments by these countries 

are likely
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All of these countries realize that the investment 

decisions they make now are their insurance for the future. 

Thus, they will seek secure, sound investment opportunities. 

A recent example of such an investment is the purchase by 

Saudi Arabia of a $100 million note of American Telephone 

and Telegraph Company, which will not result <n control of, or 

any voice in AT5T activities. Further, it's interesting 

to note that the company chosen fc^ the investment is subject 

to extensive state and federal regulation. To me 

this provides a good illustration of a responsible invest 

ment based on long-term financial objectives. It's the 

kind of approach that I believe will dominate the investments 

of these countries in the months ahead.

Existing Safeguards in U.S. Law

Despite the fact that we see no prospect that the 

major OPEC investors will seek to obtain control over 

sectors of our economy, it is still important to examine 

our laws and regulations to assure that they provide 

adequate safeguards against

undesirable activity by foreign investors. The Adminis 

tration undertook such a review earlier this year. We 

concluded that there was no need for further legislation 

in this area because safeguards in existing law were 

adequate to meet foreseeable potential problems. I would
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like to outline briefly some of these safeguards which 

may be of particular interest to this Subcommittee

First, there is a relatively short list of laws which 

prohibit or limit foreign investments in certain sectors 

for reasons of national security or to protect an essential 

national interest. These sectors include atonic energy, 

domestic airlines, shipping, federally-owned land, communi 

cations and media, and fishing.

Second, there are many laws vhich prevent abuses in 

specific sectors, for example, the defense area. The 

Defense Department may deny security clearances require;1 

to do classified work for the government to any firm under 

"foreign ownership, control or influence." Foreign owner 

ship of producers of defense materials is not expressly 

prohibited; but it is effectively deterred by the 

prospect that such acquisition would likely cause the 

firm to lose its classified government business. Also 

exports of arms and of classified technology related 

to defense manufacture are effectively controlled.

Finally, every foreign investment is subject to 

the same laws and regulatory constraints which control 

U.S. business. These laws provide broad protection 

against the possibility that any owner, including a 

foreign investor, could use his position to inflict economic 

injury. Consider the protection the following laws provide:
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(1) Our antitrust laws apply fully to foreign 

investors arvl prevent a foreign investor from monopolizing 

a specific sector, or engaging in various anti-competitive 

practices. They also prevent a foreign investor from 

makinp a purchase of, or engaging in a merger or joint 

venture with, a U.S. firm if the result would be to 

substantially lessen competition or tend to create a 

monopoly. These laws would also prevent such actions 

by a group of foreign investors acting in concert.

(2) Our export control authority provides protection 

against the export of any product or resource if national 

security is threatened, if there is an excessive drain 

of scarce materials and a serious inflationary impact 

from foreign demand, or if controls are needed to furthe. 

U.S. foreign policy. Special, more detailed, rules 

apply to exports of armaments and energy materials.

(3) The securities laws require disclosure of 

significant foreign ownership and prevent harmful 

activities with respect to tender offers, stock price 

manipu 1 ation and preservation of an orderly market.

(4) Our labor laws require all firms operating in 

the United States to refrain from unfair labor practices 

and to assure all workers safe anu healthful working 

conditions.

l5) Our broad emergency powers, including the Trading 

with the Enemy Act, authorize the President, during national



93

- 15 -

emergency, to control completely any property in the U.S. 

in which any foreign country or national thereof has any 

interest; to condemn any property within our jurisdiction; 

and to order the priority performance of defense related 

contracts, tc allocate materials and facilities necessary 

for national defense, and to place priority orders for a 

particular product and take possession of the facility if 

they are not fulfilled.

I have prepared, and would like to submit for the 

record, a detailed report on U.S. laws and regulations 

which are of particular relevance to foreign investments 

in the United States. 

General Policy and Administrative Actions

Along with confirming the adequacy of existing 

safeguards, the Administration's review re-affirmed the 

traditional foreign investment policy of OUT Government
m

and concluded that no additional limitations on investment 

were warranted. At the same time, however, we did decide 

that it would be desirable to take several administrative 

actions to supplement present arrangements.

First, the President has established a continuing, 

high level, inter-agency Committee on Foreign Investment 

in the United States to serve as the focal point within 

the Executive Branch for coordinating foreign investment 

policy and to address specific foreign investment issues 

that may arise.

58-527 O - 75 - 7
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Second, the Department of Commerce has created a 

new office of Foreign Investment in the United States, 

which will centralize and improve the gathering of availa 

ble information on foreign investment and its dissemination 

to appropriate parts of the Government.

Third, we have advised all foreign governments that 

the U.S. w'll expect any foreign government contemplating 

a major direct investment in the Unite! States to seek 

advance consultations with the United States Government 

en the prospective investment.

I personally have discussed this policy with the 

major potential governmental invefors in the Middle East 

and found a broad acceptance of the concept as long as it 

applied to all governments on a nondiscriminatory basis. 

To some extent, such consultations had already been- taking 

place. Iran, for instance, did discuss their potential 

purchase of an interest in Pan American. Recently, we 

learned of a potential joint venture by the Government of 

Romania and the Island Creek Coal Co. in a coal mine. We 

have contacted the Romanian Government and they will be 

consulting with us.

This process of consultations is, we belieffe 

far preferable to the legislative proposals for formal 

screening or prenotification mechanisms, such as the



95

- 17 -

ones contained in S. 425. Our approach will be much more 

selective, involving only those few major direct invest 

ments that may raise important public policy issues. Our 

interest is not to raise any new barriers to foreign 

investments but to provide a mechanism by which a foreign 

government can learn of the U.S. Government's views on 

a prospective major direct investment before it is under 

taken. Therefore, the process will minimize the possi 

bility of misunderstandings or future investment disputes. 

Such consultations will thus prove beneficial to the 

prospective investors as well as to the United States. 

Proposed Legislation and the Arab Boycott

5.425. With respect to the investment aspects of S.425, I 

would like to reiterate the views that former Under Secretary 

Jack F. Bennett presented to the Subcommittee on Securities 

in March. Our overall conclusion was that new legislation 

directed to foreign investment reporting and control would 

not provide any significant additional safeguards but would 

in practice be likely to deter a substantial amount of 

beneficial investment in the United States. Moreover, these 

provisions would, if broadly implemented, violate a number 

of existing Treaties of Friendship, Commerce, and Navigation 

and other international agreements.



96

- 18 -

Insofar, as S.425 is designed to improve disclosure of 

beneficial ownership of U.S. corporations, the Administration 

generally supports this objective. However, I will say that we 

would oppose any provision which discriminates against foreign 

investors Ln this regard. We have been working with rhe 

Securities and Exchange Commission (SEC) in this area, and I 

understand Chairman Garrett oT the SEC will address this ; ssue 

in considerable detail.

In our negotiations with foreign governments we 

have consistently asked that U.S. firr? operating in their 

countries be accorded equal treatment. If the U S. should 

now introduce discriminatory provisions, we can expect 

retaliation in the form of discriminatory restrictions on 

U.S. investments in foreign countries.

S. 953. Let me now turn to S.9S:> and the subject of the

Arab Boycott. S. 953 would amend the provisions of the 

Export Administration Act of 1969 to broaden the reporting 

requirements of the Act, authorize the Secretary of Commerce 

to require firms to supply additional information includine 

intended compliance, and give the President express authority 

to order "the curtailment by any U.S. concern of exports to, 

investments in, or any other
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economic transactions with countries which impose boycotts 

or engage in restrictive trade practices as specified in 

Section [(3)(5)] of the Act."

Mr. Chairman, you have made clear that this bill 

has been proposed primarily with the current Arab economic 

boycott of Israel in mind. The position of the Treasury 

Department on the Arab boycott and on religious and other 

discrimination against Americans has been expressed in 

detail in testimonies I and other Treasury officials have 

given before several Senate and House Committees. My 

testimony on March 13, 1975 before the Subcommittee on 

International Trade and Commerce of the House Committee 

"on International Relations treats the subject in depth and 

I would like to submit a copy of that statement for the 

re - ord.

Stated most simply, we strongly oppose the boycott. 

We have, and will continue to carry out, in a manner 

consistent with laws and policies of the United States, the 

policy set forth in the Export Administration Act to 

oppose any restrictive trade practices or boycotts

and encourage U.S. firms to refuse to act in

furtherance or support of such restrictive trade practices or 

boycotts. The Department of Commerce has taken steps to 

-ensure enforcement of the reporting requirements of the 

Export Administration Act. It has sent a circular to 

U.S. firms engaged in export activities drawing their
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attention to the requirement of the Export Administration 

Act that U.S. exporters notify the Commerce Department 

when they receive requests for information that would 

further the Arab boycott. Commerce is actively investi 

gating individual company compliance with the Act and has 

announced penalties against several firms.

Perhaps more importantly, we are continuing our 

efforts to demonstrate -to Arab countries the importance to 

their own development efforts of unfettered trade and 

economic relations with all U.S. firms. We believe this 

process will help create the conditions which will enable 

even more U.S. firms to maintain commercial ties with 

both Israel and the Arab world.

Further, with respect to discrimination against 

Americans based on religious, et!*nic or other grounds, 

the President has declared in the strongest possible terms 

his determination to prevent such practices. We will not 

permit others to impose such discrimination upon our 

society. Department of Justice representatives have 

recently testified before the House Committee of the 

Judiciary on the broad range of actions which can be taken 

under current laws to prevent discrimination of this type
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and the Comptroller of the Currency has issued a directive to 

all national banks warning against discriminatory practices 

and noting that compliance will be assured by means of regular 

bank examinations.

In addition, the Administration is in the process 

of reexamining our legal and other means in this area. 

An interdepartmental study is being conducted to determine 

the adequacy of existing U.S. laws and what additional 

steps, if any, should be taken by the Government in 

response.

Turning to the specific provisions of S. 953, 

the broader reporting requirements prescribed therein 

would present no problem to the Treasury Department, and 

we do not oppose them. The troublesome aspect of the 

bill is the provision for action against boycotting 

countries, which although stated in broad discretionary 

terms would specifically authorize our curtailment by any 

U.S. concern of exports to or other types of economic 

transactions with countries imposing boycotts.

Although, as a technical matter, I realize that the 

discretionary authority need not be exercised by the President, 

I believe that this legislation raises important issues that 

must be addressed. First of all, we believe that the retaliatory 

provisions of the bill would not alleviate the Arab boycott, 

but instead would risk aggravating it.
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The policy of the Arab states will not be affected positively 

by the threat of action by the United States as proposed in 

S.953. Rather, a possible action by the U.S. of curtailing exports or other 

transactions by American firms complying with the boycott 

would in Host cases merely cause the Arab states to seek other 

sources^of supply, thus adversely affecting our own economic 

interests. Such an occurrence would damage United States 

interests, both here and in the whole Middle East area. 

Moreover, the bill would inject an element 

of uncertainty into existing U.S. business relations with 

the Arab world, since the President could at any time 

act to prohibit exports and other economic transactions 

with any of the Arab countries.

For these reasons, it would place us at a competitive 

disadvantage vis-a-vis the industrialized countries of 

Europe and Asia which actively compete with us for export 

sales and other transactions in the expanding Middle 

East market. At a time of gradual economic recovery and 

continuing high unemployment in the United States, it would 

not be advisable to take action which would fail to achieve 

its proclaimed objective and which would have adverse 

effects on our economy.
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The broad authority given to the President to take 

action including curtailment by a U.S. concern of exports to, 

investments in, and other economic transactions with Arab 

countries also raises a number of issues affecting international 

trade and investment policies. We should be very cautious in 

taking action which would undermine our traditional policies of 

a free and open market for trade and investment, both in the 

United States and in foreign countries.

Finally, it should be Underscored that the boycott 

 rose out of the Arab-Israeli conflict, and continues to 

be viewed as * part of that conflict, "e believe it can 

best be resolved through a peaceful settlement in the 

Middle East.

Amendments to S.425. He strongly oppose the so-called 

"Boycott amendment" to S.425 for many of the same reasons. 

Although I shall not discuss this aspect of S.425 in detail -- 

instead referring the Subcommittee to testimony given before 

the S«curities Subcommittee -- I should point out that S.4Z5 

may be far more dangsrous and self-defeating than S.953. By 

authorizing the President to prohibit direct investments in the 

U.S. by boycott participants, it virtually guarantees constant 

confrontations and clos«sour economy to an important potential 

source of investment capital.
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Positive Steps Being Taken

Contrary to such a potentially harmful and self- 

defeating approach through coercive legislation, we believe we 

are in a real sense working to end the boycott of U.S. firms by 

promoting closer economic ties with all the nations in the Middle 

East. These ties serve to demonstrate the potential con 

tribution of U.S. firms to their economies. There is 

economic cost to the Arab countries involved in boycotting 

U.S. firms -- the opportunity cost of foregoing U.S. technology, 

managerial talent, and capital -- and this cost will become clearer 

as economic cooperation increases. We believe this is an especiall; 

important consideration with regard to the non-oil producing 

countries in the Middle East which are more readily inclined to 

the removal of impediments to their economic growth. Thus, 

we have seen cases where companies have been permitted to do 

business in these countries, although they continue their 

relationship with Israel.

These actions are part of a continuing initiative to make 

clear to Arab governments that we consider the boycott injurious 

to our bilateral relations and to their development efforts. 

These points are being made clear in our regular diplomatic 

contacts and in the context of the bilateral Joint Commissions 

we hava with several Arab countries.

Finally, we are working to create an economic and political 

climate in which a lasting peace settlement in the Middle East 

is possible. Such a peace settlement is clearly the best way 

to bring a definitive end to the Arab boycott.
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Ladies and Gentlemen, it is not an overstatement to say 

that the questions facing this Subcommittee today are of 

utmost importance to countries around the world. Clearly we 

could take actions to restrict investment or terminate economic 

relations with countries with whoii we do not always agree. This 

would take us down the path of economic warfare. On the other 

hand, we also have the ability to seek solutions to the problems 

of the world by bringing parts of that world closer together 

and creating greater understanding. That is the path that 1 

believe is essential to bringing about peace.

Mr. Chairman, we are opposed to the Arab boycott. Under 

Secretary Simon's leadership, we in the Treasury have taken an 

active role in working with both Israel and the Arab countries 

to fashion an economic climate in which botn sides can achieve 

the economic development they seek. We will continue these 

efforts. We must avoid actions which would frustrate, if not 

terminate,these efforts and potentially damage the critical 

political negotiations as well.

Thus, I strongly urge the Congress not to yield to the 

temptations of retaliating through trade and investment curbs, 

We must recognize that economic warfare, or the threat of 

such warfare, will be counterproductive to everyone.
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HOUSE COMMITTEE ON FOREIGN AFFAIRS 
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Mr. Chairman, I am pleased to be here this afternoon 

as the representative of the Treasury Department to speak 

on matters concerning the Arab economic boycott of Israel.

It is the policy of the United otates to encourage 

trade and economic cooperation with all countries with 

which we have diplomatic relations. Pursuant to that 

policy, and in the belief that closer economic ties with 

nations in the Mid-East could further political as well 

as economic stability, the U.S. Government has undertaken 

to establish closer economic cooperation with countries 

in the Middle East. These efforts have been informal, 

as in the case of Kuwait and the Emirates, and formal, 

through bilateral economic commissions with Egypt, Israel, 

Iran, and Saudi Arabia, among others. At the heart of our 

approach tc these economic relationships is the belief that 

peace and economic progress are interrelated. Without peace, 

economic progress will be short-lived. However, through

WS-254
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economic progress, we can assist our efforts to achieve 

peace. I have participated actively in all of these 

relationships and, in particular, in our Joint Commissions, 

which I found to be a sound vehicle for dealing with the 

wide range of economic issues confronting us. Each 

commission has had to face its ow set of problems 

because the countries vary considerably in their policies. 

The U.S.-Saudi Arabian Joint Commission on Economic Coopera 

tion, established by Secretary Kissinger and the Second 

Deputy Prime Minister of Saudi Arabia, is headed on the 

U.S. side by the Secretary of the Treasury. Its stated 

purposes are to promote programs of industrialization, 

trade, manpower training, agriculture, and science and 

technology. The Secretary of the Treasury is also U.S. 

Chairman of the U.S.-Israel Joint Committee for Trade and 

Investment which has been dealing with ways to enhance 

collaboration in the areas of investment, trade, raw 

materials supply and scientific cooperation.

Recently, questions have arisen as to whether it is 

appropriate for the United States Government to pursue 

these policies in light of the Arab boycott. In answering 

these questions, I think it is important to beg'in with the 

clearest possible understanding of the nature of the Arab 

practices. In particular, I would like to distinguish 

between the Arab economic boycott of Israel, on the one 

hand, and discriminatory activities based on religious or
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ethnic grounds on the other.

The Arab boycott of Israel has been in operation since 

the late 1940's. It is both a primary boycott in that Arab 

countries do not do business with Israel, and a secondary 

boycott in that it operates to prevent certain businesses 

from doing business in Arab countries or entering into 

joint business undertakings with Arab firms if they have 

especially close economic ties with Israel, or if they 

contribute to the Israeli defense capability. Although 

the existence of the boycott machinery may have in the 

past resulted in some instances of religious discrimination, 

the best information available to us indicates that the 

boycott has been based primarily on these economic factors. 

To our knowledge, questionnaires distributed by the boycott 

office focus on the economic relations of businesses to 

Israel; they generally do not request religious or racial 

information.

I believe that any country has the right to determine 

with whom they will do business. I also believe, however, 

that there is no place in our society for discrimination 

based on religious or ethnic grounds, and no one should be 

allowed to impose such discrimination on us. The U.S. 

Government has consistently opposed the boycott, and we 

shall continue to oppose it. The Department of State has 

repeatedly made known our disapproval of the boycott 

through diplomatic channels and has on numerous occasions
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offered assistance to affected U.S. firms. Treasury 

Department officials have made clear to Arab representa 

tives to Joint Commissions that we oppose the boycott 

and consider it injurious to our bilateral relations 

and to their development efforts.

Further.,.- ., we believe we are, in a real sense, 

working to end the boycott of U.S. firms by promoting 

closer economic ties with all the nations in the Mid-East. 

These ties serve to demonstrate the potential contribution 

of U.S. firms to their economies. There is an economic 

cost to the Arab countries involved in boycotting U.S. 

firms -- the opportunity cost of foregoing U.S. technology, 

managerial talent, and capital -- and this cost will become 

clearer as economic cooperation increases. We believe 

this is an especially important consideration with regard 

to the non-oil producing countries in the Middle East which 

are more readily inclined to the removal of impediments 

to their economic growth. Thus we have seen cases where 

companies have been permitted to do business in these 

countries, although they continue their relationship with 

Israel.

More importantly, we are attempting to create, an 

economic and political climate in which a lasting peace 

settlement in the Mid-East is possible. The boycott arose 

as part of the continuing conflict between the Arab countries 

and Israel, and it will most effectively be dealt with 

in that context. A peace settlement is the best way to 

bring a definitive end. to the Arab boycott.
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We must, however, recognize that the increased economic 

power of the Arab oil-exporting countries has substantially 

enhanced the potential effect of the boycott. Being 

boycotted by the Arab league is a much more serious situation 

for most American firms in 1975 than it was in 1955. And 

in recognition of this, I think it is altogether appropriate 

that we re-examine our ie^al and other means to effectively 

counter the effects of the boycott. As you are aware, 

President Ford has ordered an inter-departmental study which 

is presently being conducted to determine what U.S. laws 

may be brought to bear on this problem and also what additional 

steps, if any, should be taken by the Government in response.

I do not believe, howevsr, that the answer to the boycott 

issue lies in increased confrontation, nor is it properly 

addressed by altering our traditional policies of a free 

and open market for trade and investment. The Congress, as 

well as the Executive Branch, is reviewing United States 

policy in this area. As we do so, I would urge that we 

keep in mind that foreign investment, and the policies we 

adopt with respect to such investment, has a significant 

impact on other matters. It will have an overall .effect 

on the domestic economy; it will have an impact on capital 

formation in the U.S. and on our ability to satisfy the 

capital requirements of our businesses; and it will have 

consequences with respect to our foreign policy. We have had
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a ling-standing commitment to achieve an environment for 

international investment in which capital flows are responsive 

to market forces unencumbered by governmental influence 

and we have urged other countries to help create such an 

environment. We feel strongly that this policy helps maximize 

long-term economic growth and productivity, and we should 

be very cautious before altering it. Our recent economic 

efforts have resulted in several Arab governments agreeing 

to consult with us prior to undertaking significant 

investments in order to assure that such investments are 

consistent with our national policies and objectives. 

This, to me, is a positive development and we are hopeful 

that all foreign investors will follow this policy.

In conclusion, recognizing the interdependence of the world's 

economies, we believe that an atmosphere of respect and under 

standing, friendship and cooperation can help to temper the 

extremity of political disputes, can solidify political 

understandings and can help resolve the critical economic 

problems facing us.

58-527 O - 75 - f
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

ASSISTANT SECRETARY

The Department of the Treasury has an important responsibility with 
respect to economic relations with the other nations of the world. In this 
regard, we have taken a keen interest in insuring that the United States 
continues to provide an open climate for investment from abroad. A 
fundamental aspect of such an effort must be a candid and thorough 
understanding of the laws and regulations applicable to investment in 
this country. The accompanying memorandum, which has been prepared 
by the Treasury Department, is designed to serve that objective. Part I 
of the summary details specific provisions of Federal law which restrict 
participation by aliens, foreign corporations, foreign governments and 
foreign-controlled enterprises in United States economic activity. Part II 
of the summary covers laws of general applicability such as the antitrust 
laws, Federa' and state securities laws, and the tax laws.

With a few exceptions to assure national security and to protect vital 
national interests, the United States does not impose special restrictions 
on foreign investment in this country. However, because some of the most 
relevant legal provisions are designed primarily to regulate our domestic 
business community, foreign investors may be unfamiliar with our pro 
cedures and may therefore find compliance to be complex. Accordingly, I 
strongly urge that any investor obtain the advice of competent legal 
counsel in this country. Such a precautionary step will do much to prevent 
confusion and misunderstandings at a later time.

Again I wish to reiterate our sincere interest in maintaining a con 
tinuing volume of investment flows to this country through pieservation 
of a free market. Such flows are good for our domestic economy, good for 
the investors and in the interest of increased worldwide economic co 
operation. The facilities of the Treasury Department will be available to 
anyone who desires further explanation as to our laws and our policies.

^ \6-*.'JLi^

GERALD L. PARSKY 
Assistant Secretary

i^} 
V

June 1975
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PART I. Specific Federal Restrictions on Participation of
Foreign-Controlled Enterprises or Foreign Nationals in

United States Economic Activity

I. Communications
1. Radio and Television Licensing. The Federal Communications Act pro 
hibits aliens, representatives of aliens, foreign governments or their rep 
resentatives, or foreign-registered, foreign-owned, or foreign-controlled 
corporations from receiving a license from the FCC to operate an instru 
ment for the transmission of communications. A corporation is considered 
foreign-owned if any director or officer is an alien, or if more than 20 
percent of its capita! stock is owned by aliens, by a foreign government, 
or by a corporation organized under the laws of a foreign country. A 
corporation is considered foreign-controlled if any officer or more than 
one-fourth of the directors are aliens or if it is directly or indirectly con 
trolled by a corporation. 25 percent of the capital stock of which is owned 
by foreign interests. Certain exceptions can be made if the FCC determines 
that the grant of a license would be in the public interest (e.g. broadcast 
ing operations ancillary to another business of a foreign-controlled corpo 
ration). 47 U.S.C. §310(a).

2. Telegraph Operations. The FCC is prohibited from approving a merger 
among telegraph carriers which would result in more than 20 percent of 
the capital stock of the carrier being owned, controlled, or voted by an 
alien, a foreign corporation, a foreign government entity or a corporation 
of which any officer or director is an alien or of which more than 20 per 
cent of the capital stock is owned or controlled. 47 U.S.C. §222(d).

3. Radio and Television Operators. Foreign citizens may not be licensed 
by the FCC as operators in radio or television stations. Waiver of the 
citizenship requirement is permitted for certain licensed aircraft pilots. 
47 U.S.C. §303(1).

4. Communications Satellite Corporation. Not more than an aggregate of 
20 percent of the shares of stock of Comsat which are offered to the gen 
eral public may be held by aliens, foreign governments, or foreign-owned, 
registered or controlled corporations. 47 U.S.C. $734(d).

5. Foreign Investment in U.S. Magazines and Newspapers. There are cur 
rently no prohibitions against foreign investment in U.S. newspapers. 
However, the Foreign Agents Registration Act (22 U.S.C. §611) applies 
to any U.S. corporation (e.g. a newspaper or magazine) which is controlled 
or financed by a foreign entity if it carries on any activity in the United 
States intended to influence U.S. domestic or foreign policy, or to promote
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the interests of a foreign government. The scopt of the law is broad and 
requires registration with the Attorney General !>.nd filing and disclosure 
with respect to a wide range of political propaganda disseminated in the 
United States on behalf of foreign interests. H jwever, if the registration 
requirement is satisfied and the publication is properly labeled as propa 
ganda, the Act does not permit the Government to control content. Ex 
emptions are permitted for (1) diplomats, (2) nations deemed vital to 
our national defense, and (3) various nonpolitical activities.

II. Energy and Natural Resources
1. Atomic Energy. The Atomic Energy Act prohibits the issuance of li 
censes for the operation of atomic energy utilization or production facili 
ties to aliens, foreign governments, foreign corporations, or corporations 
owned, controlled, or dominated by such foreign interests. In defining 
foreign ownership or control, there is no threshold test of percentage 
ownership or other rule of thumb. Determinations are made on a case by 
case basis. 42 U.S.C, §§2133, 2134.

2. Pipelines and Mineral Leasing on Federal Lands. Under the Mineral 
Leasing Act of 1920, aliens or foreign-controlled enterprises may not ac 
quire rights of way for oil pipelines, or acquire any interest therein, or 
acquire leases or interests therein for mining coal, oil, or certain other 
minerals, on federal lands other than the outer continental shelf. However, 
a foreign-controlled corporation may hold such an interest if its home 
country grants ;eciprocal rights to United States corporations. 30 U.S.C. 
§§22, 24, 71, 181, 185, 352; 42 CFR 3102.1-1; see generally 43 CFR 
Chapter II (Bureau of Land Management). However, a foreign controlled 
corporation may hold and exploit a lease on the outer continental shelf 
under the Outer Continental Shelf Act and Department of Interior regu- 
Utions (43 U.S.C. §331-43; CFR 3300.1). Foreign ownership up to 100% 
is permitted.

Under the Geothermal Steam Act, (30 U.S.C. §§1001-1025), leases 
for the development of geothermal steam and associated resources may 
be issued only to United States citizens and corporations organized under 
the laws of the United States or of any State. 30 U.S.C. § 1015. However, 
a domestically incorporated enterprise may be foreign owned or controlled.

3. Land. Federally-owned land may be transferred or leased only to (i) 
U.S. citizens or persons having declared their intention to become U.S. 
citizens; (ii) partnerships or associations, each of the members of which 
is a U.S. citizen; (iii) corporations orgat.ized within the United States 
and permitted to do business in the state in which the land is located; and 
(iv) States, municipalities or other political subdivisions. 43 U.S.C. § 682c. 
There is no limit upon the percentage of foreign ownership that a domesti 
cally-incorporated firm may have, provided that the country whose citizens 
own shares of the U.S. firm grants reciprocal privileges to U.S. citizens. 
Where there is no such reciprocity, an American corporation purchasing 
public land must be majority owned by United States citizens. In addition, 
there are restrictions on alien land ownership in territories of the 
United States; however, these have little contemporary relevance to
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foreign investment in view of the small portion of United States land re 
maining in a territorial status. 48 U.S.C. §§ 1501-1608.

4. Fishing. Foreign vessels may not fish in the territorial waters or fishing 
zone of the United States or land fish caught on the high beas in the United 
States 16 U.S.C. §§1081 et. seq., 1091 et. seq. The restrictions apply to 
foreign-controlled fishing companies unless certain management restric 
tions are met (the president or chief executive officer of a domestic corpo 
ration must be a United States citizen; foreign citizens serving as directors 
cannot be more than a minority of the number necessary to constitute a 
quorum.)

III. Transportation and Trade
1. Aviation. A foreign-controlled enterprise (e.g. a foreign air carrier) 

may not acquire control of a company engaged in any phase of aeronautics 
unless approval is granted by the Civil Aeronautics Board. Under the 
Federal Aviation Act, ownership of 10 percent or more of the voting se 
curities gives rise to presumption of control. In addition, aggregate foreign 
equity holdings are limited to 26 percent. 49 U.S.C. §§ 1301 (1) and (13); 
1378(f).

A foreign-controlled enterprise may not be issued a permit.for intra- 
United States air commerce or navigation (cabotage). 49 U.S.C. 881371, 
1401 (b), 1508. Domestic air transit (with limited exceptions baaed on 
reciprocity by the carrier's home country) is limited to domestically regis 
tered aircraft. Eligibility to register aircraft in the United States is 
limited to

1. individual United States citizens;
2. partnerships in which all partners are United States citizens;
3. corporations formed in the United States in which the president 

and at least two-thirds of the directors and other managing officers 
are United States citizens and at least 75 percent of the voting 
stock is owned by United States citizens. 49 U.S.C. §§ 1371 and 
1401.

2. Skipping.
a. Coastwise Shipping. Under the Jones Act of 1920, coastal and fresh 

water shipping, including towage, of freight or passengers between points 
in the United States or its territories must he done in vessels which were 
built and are registered in the United States and which are owned by 
United States citizens. As in the case of aviation, for a corporation to 
register a ship in the United States, the corporation's principal officer must 
be a United States citizen and 75 percent of the stock must be owned by 
United States citizens. 46 U.S.C. 5§ 802, 883, 888. Certain exceptions are 
permitted to this general rjle, for example, shipping incidental to the 
principal business of a foreign-controlled United States manufacturing or 
mining company. 46 U.S.C. S 883-1. There is also an exception for inter- 
coastal transportation of empty items such as cargo vans, containers, 
tanks, etc. where the country of the vessel's registry grants reciprocal priv 
ileges to United States vessels. 46 U.S.C. 5 883.
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b. Transfer of Shipping Facilities during War or National Emer 
gency. During time of war or national emergency proclaimed by the Presi 
dent, a foreign-controlled enterprise may not. acquire or charter, without 
the approval of the Secretary of Commerce, United States flag vessels, 
vessels owned by a United States citizen, or shipyard facilities, or acquire 
a controlling interest in corporations owning such vessels or facilities. 
46 U.S.C. § 835.

c. Salvage. To engage in dredging or salvage operations in United 
States waters, a foreign-controlled enterprise must satisfy certain manage 
ment restrictions. To register a vessel to engage in these activities, the 
president or chief executive officer of a domestic corporation, and the 
chairman of its board, must be United States citizens, and foreign citizens 
serving as directors cannot be more than a minority of the number neces 
sary to constitute a quorum. 46 U.S.C. 5§316(d), 11.

d. Transportation of Government Financed Commodities. A foreign- 
controlled enterprise must meet certain management restrictions (see c. 
above) to transport certain commodities procured or financed fo.- export 
by the United States Government or an instrumentality thereof. 15 U.S.C. 
§616a; 46 U.S.C. §1241

e. Officers of Vessels. Foreign citizens may not act as officers of or 
serve in certain other positions on certain vessels. 46 U.S.C. i; 221.

3. Customs House Brokers. For a foreign-controlled firm to obtain a license 
to operate as a customs house broker, at least two of the officers must be 
United States citizens. 19 U.S.C. 5 1641.

IV. Government Procurement and Benefits

1. Procurement. At least two federal statutes require that, with certain 
exceptions, government agencies purchase only items produced in the 
United States. However, neither statute restricts procurement from a 
foreign-controlled U.S. corporation which is producing domestically. The 
Buy American Act 41 U.S.C. 5 lOa. - d. requires that government agencies 
acquire for public use only materials produced or manufactured in the 
United States. These provisions do not apply where the agency head de 
termines that they would be "inconsistent with the public interest", or 
that the cost of the domestic articles is unreasonable (generally 6-12 per 
cent above the foreign bid price, 41 CFR 1-6.104-4) ; nor do they apply to 
items purchased for use outside the United States, or to items not produced 
in the United States "in sufficient and reasonably available commercial 
quantities and of a satisfactory quality."

A second restriction on federal procurement is the "Barry Amend 
ment" to the Defense Appropriations Act (Section 724) (86 Stat. 1200), 
which restricts the Department of Defense from procuring articles of food, 
clothing, cotton, silk, synthetic fabric or specialty metals which are not 
produced in the United States.

2. SwbsiWiV.v. fnsurancr. and Otftf-r flfn-frtincnt Bciu'fttK. Foreign controlled 
enterprises operating in the United States, whether in branch or sub 
sidiary form, may not:
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(a) obtain special government loans for the financing or refinincing 
of the cost of purchasing, constructing or operating commercial fishing 
vessels or gear. 16 U.S.C. §742(c) (7).

(b) sell obsolete vessels to the Secretary of Commerce in exchange 
for credit towards new vessels. 46 U.S.C. § 1160.

(c) receive a preferred ship mortgage. 46 U.S.C. § 922.
(d) obtain construction-differential or operating-differential subsidies 

for vessel construction or operation. 46 U.S.C. §§ 1151 et seq., 1171 et seq., 
802.

(e) purchase vessels converted by the government for commercial 
use or surplus war-built vessels at a special statutory sale price. 50 U.S.C. 
App. §§ 1737, 1745.

(f) obtain certain types of vessel insurance unless the management 
restrictions applicable to companies operating vessels in salvage are satis 
fied. 46 U.S.C. §§ 1281 et. seq.

(g) obtain war-risk insurance for aircraft. 49 U.S.C. §§ 1531, 1533.
(h) purchase Overseas Private Investment Corporation insurance or 

guarantees. However, foreign corporations, partnerships or other associa 
tions, wholly owned by one or more United States citizens, corporations, 
partnerships, or other associations are eligible (up to 5 percent of the 
shares may be held by foreigners if required by law without affecting 
"wholly owned" status.) 22 U.S.C. §2198(c).

(i) obtain special government emergency loans for agricultural pur 
poses after a natural disaster (7 U.S.C. § 1961) or government loans to 
individual farmers or ranchers to purchase and operate family farms. 
7 U.S.C. §§ 1922, 1941.

V. Banking

1. National Banks. Under the National Bank Act, as amended, every di 
rector of a national bank must, during his whole term of service, be a 
citizen of the United States. 12 U.S.C. 5 72. Although there are no restric 
tions on the degree of foreign ownership of national banks, such owner 
ship is inhibited by the citizenship requirements for directors.

2. Edge Act Corporations. An Edge Act Corporation may be organized 
for the purpose of engaging in international or foreign banking or other 
international or foreign financial operations. A majority of the shares of 
the capital stock of an Edge Act Corporation must at all times be held 
and owned by citizens of the United States, by corporations the controlling 
interest in which is owned by citizens of the United States, chartered under 
the laws of the United States or of a State of the United States, or by 
firms or companies the controlling interest in which is owned by citizens 
of the United States. 12 U.S.C. 5 619. Moreover all of the directors must 
be United States citizens.

3. Bank Holding Company Act. At present, the Bank Holding Company 
Act contains no specific restrictions on foreign banks. However, under the 
general provisions of the Act, which apply equally to domestic banks, any 
foreign company establishing a United States banking subsidiary or ac-
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quiring control of an exipting domestic bank must be approved by the 
Board of Governors of the Federal Reserve Board. (Acquisition of a 26 
percent interest creates i. conclusive presumption of control. In addition, 
lesser ownership ^unts down to 5 percent are likely to be found to 
constitute contrc' There have been a number of recently established for 
eign subsidiaries approved by the Board under the Act (e.g., Sanwa Bank 
of California, Mitsubishi Bank of California, Banco di Roma of Chicago).

4. Federal Reserve Membership and FDIC Coverage. A foreign banking 
operation in the United States may take the form of a branch, agency, 
subsidiary, or representative office. Of these, only subsidiaries incorporated 
under State or Federal law may become members of the Federal Reserve 
System and/or the Federal Deposit Insurance Corporation 12 U.S.C. 
§§ 321,1814-16. Thus, at present, neither branches nor agencies of foreign 
banks are members of or subject to regulation by the Federal Reserve. 
NOTE: Pending Foreign Bank Legislation (the "Foreign Bank Act of 
1975"). S. 958, the "Foreign Bank Act of 1975" has been introduced in 
the 94th Congress at the request of the Federal Reserve Board. The bill 
would place fortign hank operations in the United States under effective 
Federal control. It would bring United States branches and agencies of 
foreign banks within the purview of the Bank Holding Company Act. That 
Act's restrictions or. multistate branching and nonbank activities would 
then apply to such foreign bank operations. All subsidiaries, branches, and 
agencies of foreign banks having worldwide assets of $500 million or more 
would be required to become numbers of the Federal Reserve System. In 
addition, all foreign banks covered by the bill would be required to carry 
coverage of the Federal Deposit Insurance Corporation.

The bill would require a foreign bank to obtain a Federal banking 
license from the Comptroller of the Currency as a pre-condition of obtain 
ing a state charter. Licenses would be issued only with the approval of the 
Secretary of the Treasury after consultation with the Secretary of State 
and the Federal Reserve Board. The bill also would provide for chartering 
by the Comptroller of the Currency of a branch of a foreign bank as a 
"Federal branch", permitted to conduct & banking business on the same 
basis as a national bank in its state of operation.

The bill would make it possible for foreign banks to establish national 
banks and Edge Corporations. It would amend the National Bank Act to 
allow up to half of the directors of a national bank to be noncitizens. With 
respect to Edge CorporaHons, the bill would permit the Federal Reserve 
Board to waive the requirements of majority ownership by United States 
citizens and the citizenship requirement applicable to directors.

The Administration has not taken a position on many of the specific 
provisions of the legislation. It is likely that in the course of the legislative 
process, substantial changes in the proposal will be introduced. Neither 
the timing nor the substance of Congressional action can be predicted at 
this time.

VI. Defense
1. Industrial Security Program. The Executive Orders and Department 
of Defense regulations which constitute the Industrial Security Program
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(Executive Orders 10450, 10865, and 11652: DoD 5220.22-R, Section II, 
part 2) make it very difficult for foreign-controlled corporations, except 
possibly subsidiaries of Canadian or U.K. parents, to obtain the security 
clearances necessary to carry out a classified contract. Both a "facility" 
clearance and individual clearances for key management personnel and 
others who may have access to classified information are required.

Generally, facilities which are "under foreign ownership, control or 
influence" are ineligible for facility clearances, and foreign nationals are 
ineligible for individual clearances. There are certain limited exceptions 
for facilities owned or controlled by foreigners, and a foreign-controlled 
U.S. subsidiary might obtain clearances by forming a "votin? trust," in 
which it gave up management rights but retained rights to profits.

2. Priority Performance Statutes. While not aimed specifically at foreign 
investors, the priority performance statutes bear on the operation of a 
United States business by foreign investors.

a. Defense Production Act. Under Title I of the Defense Production 
Act of 1950, the President possesses the authority to require that per 
formance under defense contracts take priority over other contracts. The 
Act also authorizes the president to require acceptance and performance 
of such contracts by any person he finds capable in preference to other 
orders or contracts and further authorizes him to allocate materials and 
facilities in such manner and under such conditions as he deems necessary 
to promote the national defense. 50 U.S.C. App. S2071. Any willful failure 
to perform any act required by the Act is punishable by fine of $10,000 or 
one year in prison. 50 U.S.C. App. 5 2073.

b. Selective Service Act. Under Section 18 of the Selective Service Act 
(50 U.S.C. App. 5 468), the President, whenever he determines that it a 
in the interest of national security, may place an order for articles or 
materials, the procurement of which has been authorized by Congress 
exclusively for the use of the armed forces of the United States, with any 
person capable of producing them. Under this authority, the President may 
assign such contracts as "rated orders" which take priority over any un 
rated order. Procurements for military assistance programs are included.
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PART II. General Laws Affecting The Conduct of 
Business in the United States By 

Foreign Investors*

I. Antitrust Legislation
The antitrust laws are applied equally to both U.S. and foreign corpo 

rations in order to preserve competitive market structures and to forbid 
specific anti-competitive practices. By maintaining a competitive market, 
the antitrust laws do not discourage foreign investment in the U.S. but, 
generally, make the U.S. more attractive for the international investor. 
However, while acquisition of a U.S. company may be the easiest form of 
entry into the U.S., the antitrust laws may prevent the particular acquisi 
tion by either domestic or foreign investors because of its effect on actual 
or potential competition. Such restrictions would, in such a case, either 
prevent foreign investment or direct it to de nova entry.

Section 7 of the Clayton Act is the principal statute which provides 
safeguard? against further industrial concentrations in the United States. 
Section 7 prohibits any merger or acquisition which may tend substan 
tially to lessen competition or to create a monopoly in any line of commerce 
in any section of the United States. Under this statute, foreign direct in 
vestment is subject to antitrust scrutiny when such investment involves a 
purchase of or merger with an existing American firm, or a joint venture 
with a U.S. or foreign firm to operate an enterprise.

The antitrust laws are applicable in the following situations: the 
merger of actual competitors in the United States market; the merger of 
potential competitors in the United States market; joint ventures between 
actual competitors in the United States market; and joint ventures be 
tween potential competitors in the United States market. Relevant compe 
tition includes not only competition between firms where production facili 
ties are located within the United States but also competition between such 
firms and firms where production facilities are located abroad, that is, 
among exporters to the United States. A merger between an important ex 
porter to the United States and a significant United States producer will be 
treated much in the same way as would the merger of two United States 
producers with corresponding market shares.

In the context of foreign commerce, the importance of the concept of 
potential compet. Men is somewhat greater than in the purely domestic 

* Excerpted and adapted from a summary prepared by the Council on International 
Economic Policy Interagency Wovkinjj Grouj, on Foreign Investment in the United 
States. Htaringt on Foyeign Inventment in the United States before the Subcom. on 
Foreign Economic Policy of the House Comm. on Foreign Affairs, 93d Con., £d Se93. 
231 (1974;.
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context. Factors such as tariff rates, gove sntal import and export 
barriers and exchange rates may have an e;.ect in determining whether 
a particular foreign firm can compete in the United States market.

In proposed mergers between United States companies and foreign 
firms, the factual determination of whether the two companies are sub 
stantial, actual or potential competitors in the United States market 
depends on various criteria e.g. whether there is objective evidence 
that the foreign company would have entered the United States market 
by de novo investment in new facilities or acquiring another firm 
or partner; how soon such entry might reasonably be expected; whether 
the market position of a large American company may be further en 
trenched by the acquisition.

In addition to mergers involving actual or potential horizontal 
competitors, mergers involving firms in a buyer-seller relationship, so- 
called vertical acquisitions, may raise antitrust objections. An example is 
purchase of a United States manufacturer by a foreign supplier of raw 
materials. The possible hazard to competition of such an arrangement is 
that other domestic companies may lose a source of raw materials. Sec 
tion 7 also applies to such mergers.

The basic factors affecting the legality of joint ventures are the 
same as those affecting the legality of mergers. Joint ventures with do 
mestic firms may sometimes provide the only means for foreign firms to 
enter markets in the United States. However, joint ventures can have an 
adverse effect on American domestic markets. For example, joint ventures 
in which the foreign firm is removed as a potential competitor may 
present substantial antitrust concerns.'

A recent case in the foreign direct investment and joint venture area 
wil! show how the above-described policy is put into effect. In the 1969 
BP-Sohio merger case,3 BP, already a major petroleum marketer on the 
East Coast, acquired Sohio which had about 30 percent of the Ohio market. 
The Department of Justice objected to the merger on the grounds that 
BP was a potential entrant into Ohio, Sohio's primary market and the 
merger would foreclose an independent entry into that market. The case 
was settled by a consent decree under which the merger was allowed to 
proceed provided that Sohio divested, by sale or exchange for sta 
tions in other parts of the country, stations handling a total of 400 
million gallons of fuel per year in the Ohio market. This case indicates 
the Department of Justice will challenge an acquisition when a major for 
eign firm, an actual or potential competitor in the United States market, 
merges or enters into a joint venture with a major United States firm in 
a concentrated United States market and the effect is to foreclose inde 
pendent entry or expansion of the foreign firm.

With respect to the second objective of the antitrust laws, prohibiting 
anticompetitive practices, foreign firms which invest in the U.S. (whether 
df novo investment in new facilities or purchase of existing facilities 
from othsr firms) are also subject to U.S. standards concerning monopo 
lization under Section 2 of the Shermf.n Act and concerning price

'See e.g., Vuilnl Stales v. Frini-Oliii Ckemienl, 378 U.S. 158 (1004), a case 
involving domestic firms only, but which describes the anticompetitve effects of such 
arrangements.

-Vnitcil Klatrt V. SrilM Prlrnlrum O, Civ. No. !tf-O.V1 iN.D. Ohio liHffll 
settled by consent decree. 1970 Trade Cases Par. 72. 888.

10
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fixing, group boycotts, market allocation and the like under Section 1 
of the Act.

Should a foreign firm alone control a sufficiently high percentage of 
the U.S. market, or should a foreign firm engage in conduct with its 
competitors which amounts to express collusion on prices, division of 
markets, or group boycotts, then the Sherman Act provisions would be 
applied with equal impact on the foreign and domestically owned com 
panies involved.

Foreign firms which contemplate an investment in the United States 
by purchase or merger of an existing firm may wish to consider using 
the Business Review Procedure of the Antitrust Division (28 CFR 
50.6) whereby the Division will state its present enforcement intentions 
as to proposed business conduct, such as a merger or purchase of an 
American firm. Under this procedure, businessmen may inform the 
Division of proposed domestic or foreign activities, alone or jointly with 
other firms and receive a statement of the Division's enforcement inten 
tions with respect to their specific proposal. Firms may, of course, if they 
wish, make any purchase agreement or major outflow of funds dependent 
on receiving information via the Business Review Procedure from the 
Division on its present enforcement intentions, based upon the material 
submitted by the firms seeking review.

II. Securities Laws and Regulations
Our securities laws and practices are generally more rigorous than 

those in many foreign countiies and foreigners in certain cases may 
consider our system burdensome. U.S. securities law*, and practices apply 
equally to U.S. and foreign investors or issuers. However, in applying the 
securities laws the SEC has tended to accomodate foreign investors 
through exemptions from and modification of certain provisions of the 
laws. Our high standards of disclosure and fair practice may be im 
portant factors in attracting foreign capital.

1. federal Securities Laws. If a foreign direct investment project is 
partly dependent on U.S. sources of financing, the foreign issuer-investor 
may be subject to the provisions of the U.S. securities laws. Certain types 
of transactions (commercial bank loans and private placements) may be 
exempt from the laws; however, if the investor wishes to raise funds from 
an offering of securities to the public, tl.e i.-sue in most cases must be 
registered under the Securities Act of 1933. Upon completion of a public 
offering, the issuer would be subject to the reporting requirement* of the 
Securities Exchange Act of 1934.

In addition, Section 13(d) of the Securities Exchange Act of 1934 
requires an investor acquiring more than 5% of the beneficial ownership 
of a class of securities registered under Section 12 (which applies to 
most public companies) to file with the Securities and Exchange Com 
mission the name and occupation of the purchaser, the source of funds 
employed, the purpose of the transaction and other pertinent data. Sec 
tion 14 requires an investor intending to make a tender offer or take-over 
bid for more than 5 r/r of the shares of a company to file the information
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called for on Schedule 13D with the SEC prior to commencing the tender 
offer.

Section 16 of the 1934 Act calls for investors owning beneficially 
more than 10% of a public company and "insiders" (e.g. directors or 
officers) to file with the SEC a statement of the amount of securities 
owned and to fiie an updated statement each time the amount of shares 
owned changes. Furthermore, with very limited exceptions, 10% owners 
and insiders of a company are liable to turn over to the company any 
profit realized on certain purchases and sales of the company's securities 
which take place within a six month period.

The U.S. securities laws often call for more disclosure than foreigners 
are accustomed to providing. Furthermore, the form and content of the 
financial statements, as well as the requirement for independent audits, 
can present foreign issuers with difficult problems. The Commission has 
proved willing in the past to accomodate foreign issuers as to the nature 
of information disclosed and to permit reconciliation, rather than re 
construction, of accounting data. The U.S. laws apply even if a substantial 
portion of the offering is sold to foreigners.

2. Membership on the New York and American Stock Exchangee. The 
rules of the New York and American Stock Exchanges do not permit 
membership by foreigners. Since the SEC has not disapproved of these 
rules, they are, in a sense, an extension of the federal securities laws. 
Foreigners may establish a U.S. based brokerage or investment banking 
business, which can become a member of the National Association of 
Securities Dealers, Inc. (NASD) and participate in underwritings and 
in brokerage transactions off the New York and American exchanges. 
However, such a dealer generally must '.vork through a member should 
it seek to execute brokerage traniactions on either exchange and pay a 
commission to the member firm.

3. State and Local Securities Laws. Although registration laws vary 
from ntate to state, a model act has been adopted by many states which 
presents few problems to established companies. Furthermore, offerings by 
companies with securities listed on major national securities exchanges in 
the U.S. are generally exempted from qualification under most state laws. 
However, this exemption does not eliminate the issuer's potential liability 
for any violation of the laws of states in which the offering is made.

Many state securities laws are disclosure statutes similar to the 
Securities Act of 1933. However, a number of states attempt to evaluate 
securities and prohibit offerings which are considered too speculative or 
the terms of which are deemed "unfair". Some of these laws vest con 
siderable discretion in the state administration as to whether an issue 
may be registered, offered, and sold.

Registration in only required in the states in which the securities are 
offered. Small offerings can usually be made in a relatively small number 
of states, allowing the issuer to avoid the more burdensome problems of 
having the issue approved in many states or throughout the country.

Broker dealers and their individual registered representatives must 
be registered in the states in which they wish to conduct business, as well 
as with the NASD. There are no specific restrictions on foreign controlled 
firms at the state level so long as they comply with the laws applicable 
to U.S. owned broker-dealers.

12
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4. Institutional Disclosure. Legislation requiring large institutional in 
vestors to report holdings and transactions above a certain size has re 
cently been enacted. Foreign institutions would presumably be covered 
by this legislation, which would add to their record keeping and reporting 
obligations.

III. Taxation

U.S. Taxation of foreign individuals and foreign legal entities ("cor 
porations") on their U.S. direct or portfolio investment depends upon the 
relationship of the foreign taxpayer to the U.S. and the geographic source 
and nature of his income.

1. Source of Income. The Internal Revenue Code (IRC) divides income 
into two classes: U.S. source income and foreign source income. If income 
is partially from within the U.S. y-nA partially from without, it must be 
allocated between the two sources. Generally, U.S. source income includes: 
(1) income from personal services performed in the U.S.; (2) interest 
paid by a U.S. citizen, resident, corporation, state or local public entity 
and a pro rata portion of interest paid by certain foreign corporations 
which derive a substantial portion of their gross income from U.S. sources; 
and (3) dividends paid by U.S. corporations and a pro rata portion of 
dividends paid by those foreign corporations which have substantial U.S. 
source business income.

2. Nature of Income. Treatment of income also varies according to its 
nature:

A. Passive investment income, i•.<}.. dividends, interest, rents, and 
royalties, is subject to a withholding tax at source of 309f (or lower 
treaty rate) on gross income; and

B. Business income "effectively connected with the conduct of a 
trade or business in the U.S." (including income described in paragraph 
1) is taxed at progressive rates on taxable income. The "effectively con 
nected" concept was added to the Codu in 1966 to segregate business 
income taxed at progressive rates from investment income taxed at the 
30',' withholding rate. Among the factors considered are whether the 
income is derived from assets used in the trade or business, whether the 
activities of the trade or business were a material factor in the realiza 
tion of the outcome and whether the asset or the income was financially 
accounted for through the trade or business.

3. Summary of Current Treatment. Putting these variables together, 
U.S. income taxation of foreign individuals and corporations can be 
roughly summarized as follows:

(1) Resident alien individuals are taxed at progressive rates both 
on their U.S. and foreign source taxable income, just as are U.S. citizens.

(2) Non-resident alien individuals are taxed at 3(K!- (or lower 
treaty rate) on gross U.S. source investment income and taxed at pro 
gressive rates on U.S. and foreign source taxable income effectively 
connected with a trade or business conducted in the U.S. In addition, 
if a non-resident alien is physically present in the U.S. for more than 183 
days during a taxable period, his net capital gain* from U.S. sources not

13
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"effectively connected" are taxed at 3QW (or lower treaty rate). Such 
individuals are not taxed on foreign source investment income, nor on 
foreign source income not effectively connected with the conduct of a 
trade or business in the U.S.

(3) Foreign corporations engaged in trade or business in the U.S. 
are taxed in the same manner as U.S. corporations on their U.S. source 
income that is effectively connected with such trade or business, as well 
as upon certain categories of foreign source income effectively connected 
with the U.S. trade or business. Non-effectively connected U.S. investment 
income is taxed as described in para. 4.

(4) Foreign corporations not engaged in trade or business in the 
U.S. are taxed at W/r (or lower treaty rate) on gross U.S. source in 
vestment income. Since the corporation has no U.S. trade or business, by 
definition it will not have any U.S. source business income or effectively 
connected foreign source income. Such corporations are not taxed by the 
U.S. on their foreign source investment income.

4. Gift Tux. U.S. gift tax is paid by resident aliens in the same manner as 
U.S. citizens. Gifts of intangible property by non-resident aliens are 
exempt from tht- tax. Corporations are not subject to the gift tax 
provisions.

5. Foreign Investors Tax Act of 1SH6. The present status of U.S. treat 
ment of foreign investors is largely the product of past attempts to 
remove restraints on such investment. The Revenue Act of 1936 liberalized 
U.S. taxation of capital gains realized in the U.S. by certain foreign indi 
viduals and corporations. In 1963 President Kennedy appointed a task 
force to examine means of encouraging increased foreign investment in 
the U.S. and increased foreign financing by U.S. corporations operating 
abroad. A report ("Fowler Report") was issued by this task force in 1964 
containing thirty nine recommendations on how to accomplish those ob 
jectives.

Legislation incorporating these recommendations, introduced in 
March, 1965, underwent extensive modification by the Ways and Means 
Committee in which the focus changed from encouraging foreign invest 
ment to providing equitable treatment of such investment. The resulting 
"Foreign Investors Tax Act of 1966" (FITA) enacted all the recommenda 
tions contained in the Fowler Report except complete exemption from U.S. 
estate tax of all intangible personal property of non-resident alien dece 
dents located in the U.S. Instead. FITA substantially reduced the tax rates 
applicable to foreign decoder/- and increased the available exemption from 
$2.000 to $30,000. In addition. FITA extended U.S. taxation for the first 
time to certain classes of foreign source income of non-resident aliens and 
foreign corporations if that income is effectively connected with the con 
duct of a trade or business in the U.S.

6. Tax Treaties. In addition to legislation, treaties have a major im 
pact on the tax treatment of foreign investment in the U.S. The tendency 
of recent treaties negotiated by the U.S. has been to incorporate the 
statutory changes effected by FITA and to provide for a mutual reduction 
of withholding rates.

7. Estate Taxes. Estates of resident aliens ;<  « taxed on all property 
wherever located, just as are estates of U.S. ci'izens. Estates of non-reai- 
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dent alien individuals are taxed only on property deemed situated in the 
U.S. Stock and debt obligations issued or made by a U.S. person or entity 
are deemed situated in the U.S. regardless of the physical location of the 
certificate or the note or the non-resident alien at death. After January 1, 
1977, deposits with U.S. banks or domestic branches of foreign banks 
will be deemed situated in the U.S.

8. Capital Gains. In general no capital gains tax is imposed on a for 
eign investor not engaged in a trade or business in the United States. 
However, if the foreign individual is physically present in the United 
States for more than 183 days during a taxable period he is liable for the 
tax.

9. State Taxes. State taxes, including corporate income and franchise 
taxes, personal income taxes, excise taxes, and property taxes may 
influence the size, type and location of foreign investment. Since state tax 
rates are substantially less than federal rates, they probably do not con 
stitute a major overall deterrent. However, bilateral tax treaties do not 
reduce or eliminate these taxes.

State taxes have little effect on the portfolio investments of non 
resident alien individuals or foreign corporations since such taxes usually 
would not apply to dividends or interest paid to those foreign investors or 
to any gains realized upon final disposition of the securities.

The situation confronting direct investors is more complicated. In 
addition to the tax rates themselves, investors must consider the basis on 
which a state premises its taxing jurisdiction and the manner in which 
it determines the amount of income subject to tax.

IV. Visa Requirements

1. Nonimmigrants. Any nonimmigrant alien in the United States may, 
unless precluded from doing so because of restrictions in the foreign 
exchange area or because of actions or policies of his government, invest 
in any lawful venture. However, he may not. in the absence of official 
permission granted by the Immigration and Naturalization Service, engage 
in gainful employment or remain beyond the period of time authorized by 
that Service.

Of the several nonimmigrant visa classifications, four authorize 
foreigners to work for remuneration here, pursuant to bilateral agree 
ment on reciprocity for U.S. citizens. These are: treaty trader, treaty 
investor, temporary workers, and intra-company transferee. The first 
two mentioned classifications were designed specifically to provide for 
those aliens desirous of investing here, or to otherwise engage in substan 
tial business ventures. The latter are relatively new, having been estab 
lished by legislation in 1970. So long as aliens in any of these four classifi 
cations maintain status with approval of the Immigration and Naturaliza 
tion Service, there is no prescribed limit on the total length of time they 
may remain in the United States.

There is one other nonimmigrant classification that is available to 
the foreign businessman who wishes to invest in the United States: 
temporary visitor for business. Foreign businessmen admitted in this
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classification may not engage in gainful employment, however, nor may 
they remain longer than six months in the absence of Immigration and 
Naturalization Serice authorized extensions to stay.

2. Immigrants. A foreign businessman who intends to reside in the 
United States for an indefinite period or permanently in connection with 
his investment and who rannot qualify for any of the non-immigrant 
classifications described must obtain an immigrant visa. In applying for 
an immigrant visa, he must meet the labor certification requirement of 
the Immigration and Naturalization Act by establishing that he ". . . is 
seeking to enter the United States for the purpose of engaging in a com 
mercial or agricultural enterprise in which he has invested, or is actively 
in the process of investing, capital totalling at least $10,000, and establishes 
that he has had at least one year's experience or training qualifying him 
to engage in such enterprise." Also, a labor certification will usually be 
granted by the Department of Labor on an intracompany transfer basis 
for key personnel who have been employed by the firm abroad for a con 
tinuous period of more than one year. Once this requirement has been met, 
the foreign businessman will then complete the normal procedural require 
ments and, if a visa number is available for his use. wili receive an immi 
grant visa without delay.

There are limitations imposed by law on the number of immigrant 
visas which may be issued each year 170.000 to persons born in the 
Eastern Hemisphere; 120.000 to persons born in independent countries of 
the Western Hemisphere (North and South America). Because the demand 
for immigrant visas is variable, there may be a waiting period before an 
immigrant visa number will become available for a qualified applicant. A 
foreign businessman intending to immigrate to the United States in con 
nection with his investment in this country must consult the nearest 
American Embassy or Consulate for precise details of th? process of 
applying for, and obtaining, an immigrant visa and for information con 
cerning the waiting period, if any. which he may face before a visa number 
can be made available for his use.
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Senator STKVKXSON. Thank you. Mr. Piii-sky. At several points in 
your statement, you indicated it is best to leave trade and investment 
decisions alone in a free and open market. Rut we, are, here this morn 
ing because it is not a free, and open market. And because wo are con 
sidering means of making it free or less restrictive. So to that extent at 
least, I don't think there is any disagreement with what yon have said. 
Our purpose is not to engage in restrictive, investment trade policies 
practiced by others. And how you do that by acquiescing in such re 
strictive practices as the Arab boycott, some of us find a little, difficult 
to understand. I don't think that is much of an overstatement.

We pay the price. It is a one-way street over and over again. I will 
give you a chance to comment. But you said that the laws on invest 
ment were adequate. Hut then you went on to refer to the interdepart 
mental study which you said was reviewing the, adequacy of the law. 
Aren't you prejudging the case on investment ?

Mr. PARSKY. Well, Mr. Chairman, if I might. First of all, I do 
understand that yonr purpose is to maintain a free and open market. 
But the issue that we have to face, is the means by which we will do 
that. We can seek to maintain that freedom by assuming a leadership 
role with respect to the policies we employ or we can somehow feel 
we can create greater freedom by imposing or threatening to impose 
restrictions on that market. That is the basic issue I think we have to 
face. It is my position, the position of the administration, that a reac 
tion in kind to the Arab boycott or other restrictive practices not only 
won't alleviate the boycott, but it will not achieve the objective of 
maintaining freedom in the marketplace.

Now, with respect to the, review of the laws that I referred to, per 
haps I wasn't as clear as I should have been. I tried to differentiate be 
tween the approach that we must take with respect to a resolution of 
the Arab boycott problem and what we must do with respect, to any 
discrimination that exists in this country on the basis of religious, 
ethnic, or other grounds. I draw that distinction in addressing this 
issue because it is a distinction that is stated as part of the policy of the, 
boycott. I have spoken to the leaders in the Arab countries about this 
issue. And they have stated to me it is the policy of the, boycott they 
will not do business with Israel and they will not do business with 
entities that provide, the economic support with Israel.

It is not based on religious grounds. For the moment we must exam 
ine whether in practice that is the, way in which it works. I think that 
is important. I don't draw the distinction in order to support one, 
practice and object to the other. We are opposed to both, the boycott 
and the separable issue, if you will, of religious or ethnic discrimina 
tion. But the question we, have, to address is what is the best, way to go 
about eliminating both. And it is my feeling that with respect to the 
first, the boycott, restrictions on investment or severing economic rela 
tions will not adequately address the boycott.

Reaching the conclusion, I would say no additional legislation is 
needed with respect to addressing the issue of the boycott as so defined. 
With respect to religious or ethnic discrimination, I think there may 
be additional legislation that would be called for. It is in that area 
that we have a review underway now. And it is in that area that I don't 
believe in my testimony that I have dosed off recommendations com 
ing forward. So I think that the U.S. Government, also can do a great
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deal in terms of the potential for any religious or ethnic discrimina 
tion in existence.

We in the. Treasury Department do not have nn extensive role with 
respect to the, overall relationships with these countries. But we have 
a major role in the ecoTiomic area. We have joint commissions with a 
number of these countries. There has been some concern expressed as 
to what our policy \vould be with respect to the assignment of per 
sonnel to these countries.

I have discussed this issue very frankly and openly. And T have told 
the countries that I have spoken to that there will be a number of 
people visiting their country providing expertise as part of these com 
mission activities. They will be selected on the basis of their ability, 
not on the basis of their religion. And there, will be many people of 
various religious beliefs that go to these countries and I would expect 
they would be accepted. And the response has been that they will be. 
And 1 have no indication that that policy won't be adhered to.

Pursuing avenues like that, T think, can assist the process. Adopting 
legislation of a restrictive nature or potentially restrictive nature on 
investment won't address the boycott and potentially could hurt us.

Senator STKVKXSOX. Your study then is confined to discrimination 
on religious or ethnic grounds as opposed to political ?

Mr. PARRKY. The current review underway is aimed at that, yes. sir.
Senator STKVKXSOX. How about my bus situation. Is that a situation 

thsit should be excluded from any consideration either in your study 
or by the Congress with respect to the possibility of making such dis 
criminatory behavior illegal ?

Mr. PARSKY. Well, T think that, there are a number of provisions. 
And I don't profess to be an expert as far an the antitrust law? are con 
cerned. Rut I know that there are a number of provisions at the Jus 
tice Department's disposal that would in fact prevent any company 
for refusing to deal with another company for numerous reasons. I 
would refer the issue to the Justice Department as to whether or not 
it is needed. Mv point is that the kind of legislation that we are talking 
about here which potentially would aim at imposing some form of re 
strictive action on investment by countries or potentially would impose 
some sort of impediments to formal trade practices is not the way in 
which to address the problem.

If a T^.S. corporation is succumbing to pressure to not deal, there 
are a number of avenues tha f sire open where disciplinary action could 
bo taken.

Senator STF.VFXSOX. Like what?
Mr. PAKSKY. Well, let's take, for example, the instances that received 

a lot of publicity that had to do with the investment banking commun 
ity. T would yield on the details of this to Ray Garrett. who will testi 
fy after me. I am not aware of any instance in which a U.S. investment 
banking firm has refused to participate with another firm because of 
pressures being exerted upon them on religious or ethnic grounds.

There was an instance that received a lot of publicity in which a firm 
in fact refused to do that and didn't Rwurob. My frelincr, and T have 
discussed this with the Securities and Exchange. Commission, is that 
the NASD and SEC have authority to take discinlinarv action in an 
instance, where a U.S. firm docs refuse to transact business with a com 
pany in a situation like that. They have the, authority to act. And it is 
my understanding that they will.
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Senator STEVENSON. Mr. Parsky, you rely heavily in your testimony 
on advance consultation with respect to the foreign investment issue. 
How can you be assured of an opportunity for advance consultation 
unless you are assured of advance notice ?

Mr. PARSKY. We have not sought a rigid screening process because 
we felt that this could be detrimental to the normal investment flows. 
I personally have discussed the issue with all of the major investors, 
and a notification as to this policy has gone to all governments. All of 
the countries I have talked to have expressed a willingness to discuss 
significant investments with us in advance before the transaction if- 
consummated. But this policy is not aimed at seeking consultations 
on normal portfolio investments.

Senator STEVENSON. That would apply then just to investments by 
foreign governments?

Mr. PAKSKY. That's correct.
Senator STEVENSON. Of course, some proposals that are before us 

would apply across the board, to governmental as well as private for 
eign investment. And without some such proposal, you have no as 
surance of advance notice. You may through committee get advance 
notice of government investment. Could we obtain for our record cop 
ies of the notification given to other governments with some summary 
of the responses of those other governments ?

Mr. PARSKY. Sure, I would be glad to provide that.
Senator STEVENSON. And we have a rollcall now. I want to let you 

off if I can before I have to recess the hearing. A final question. At the 
present time as you know, companies are required to make periodic 
reports under the Export Administration Act. And the forms include 
provision for information about requests to comply with restrictive 
trade practices. The supply of that information is not mandatory.

Mr. PARSKY. I understand.
Senator1 STEVENSON. The first question is should provision of such 

information be made mandatory in order, to give ourselves a better 
data base.

Mr. PARSKY. Well, as I have indicated, I certainly think we should 
have as much information on the whole question of foreign investment 
and the boycott as we can have. I think that the Commerce Depart 
ment who has experience in this area lias testified with respect to the 
policy decision as to whether or not it should or shouldn't be made man 
datory and I would support that approach. The Congress has looked 
at the issue, the Congress in the past has decided it should not be man 
datory by law. The Commerce Department has looked at the issue and 
decided by administrative action it should not be mandatory and I 
would support their experience.

Senator STEVENSON. Would Treasury oppose a proposal to make it 
mandatory and public? You are not supporting it. Are you opposing 
it?

Mr. PARSKY. We wouldn't oppose that. But again I would yield to 
the Commerce Department in terms of voicing the administration's 
position. They are the ones responsible.

Senator STEVENSON. Thank you, Mr. Parsky. I have to run to catch 
that, vote. The committee is recessed for about 10 minutes.

[The following letter with enclosures was received for the record 
from Mr. Parsky:]
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DEPARTMENT OF THE TREASURY
WASHINGTON. D.C. 20220

ASSISTANT SECRETARY

AUG4 1975

Dear Mr. Chairman:

At the time of my appearance before your subcommittee, 
you asked what assurance we had that advance consultations 
with prospective major governmental investors would actually 
take place.

I am enclosing a State Department cable of May 23, 
1975, setting forth the U.S. Government's administrative 
actions concerning foreign investment in the United States. 
The cable, sent to all diplomatic posts abroad, reviews the 
policy considerations behind the measures and states that 
we expect foreign governments that are contemplating major 
investments; in the U.S. to consult with us on such invest 
ments." The cable gives the rationale for advance 
consultation and instructs the posts to provide the host 
governments with copies of the Executive Order of May 7, 
which provided for the establishment of advance consulta 
tion procedures.

We have made clear to all foreign governments that 
advance consultations on major investments in the Ur.-ited 
States are an essential feature of our policy toward foreign 
investment, and, as indicated in the enclosed cable, we 
expect all foreign governments to abide by this policy in 
their dealings in the United States.

You asked for a summary of other governments' 
responses to the procedure of advance consultations. We 
have not requested governments to respond formally to the 
announcement of this new feature in our policy toward 
foreign investment. We have seen that foreign governments 
are complying with this new requirement, however, and we 
have no reason to expect all governments will not respect 
our concern in this matter. No government has refused to 
consult.
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As I emphasized in my statement to your subcommittee, 
I have had numerous personal contacts with officials of the 
major oil exporting countries and have found that these 
countries recognize our legitimate concerns regarding the 
potential for major investments in U.S. firms. Their re 
sponse to the concept of advance consultations has been 
generally favorable as long as it applies to all govern 
ments on a nondiscriminatory basis.

Sincerely yours,

Gerald L. ?arsky

The Honorable
Adlai E. Stevenson, III
Chairman, Subcommittee on International Finance,
Committee on Banking, Housing and Urban Affairs
United States Senate
Washington, B.C. 20510

Attachment
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Senator STEVENSON. The meeting will come back to order.
The next witness is Mr. Ray Garrett of the Securities and Exchange 

Commission.
Mr. Garrett, I apologize for the long delay and thank you for your 

patience. You have testified on these subjects before. The Securities 
Subcommittee of the Banking Committee has transferred some of the 
legislation which it has considered on this subject to the subcommittee 
that I am chairman of for purposes of further hearings.

I hope that from these hearings we will be able to report out com 
prehensive legislation dealing with the subject.

You are welcome, as I indicated to the other witnesses, to either read 
the full statement, otherwise, I will be glad to enter it into the record.

STATEMENT OF RAY GARRETT, JR., CHAIRMAN, SECURITIES AND 
EXCHANGE COMMISSION, ACCOMPANIED BY ALAN B. LEVENSON, 
DIRECTOR, DIVISION OF CORPORATION FINANCE, AND CARL T. 
BODOLUS, CHIEF, OFFICE OF INTERNATIONAL CORPORATE 
FINANCE, DIVISION OF CORPORATION FINANCE

Mr. GARRETT. Mr. Chairman, I appreciate the opportunity to be 
here. I thank you for your consideration of our time, and I shall recip 
rocate by summarizing, rather than reading, my prepared statement.

Senator STEVENSON. The full statement will be entered into the 
record.

Mr. GARRETT. Thank you very much.
I would like first to introduce two meml)ers of the Commisssion's 

staff who are with me. On my right is Alan B. Levenson, director of the 
Commission's Division of Corporation Finance, and on my left is 
Carl T. Bodolus, chief of the Office of International Corporate Finance 
of that Division.

The, major concerns of the Securities and Exchange Commission 
with respect to the legislation that you are now considering relate to 
S. 425, rather than the other bills, since only S. 425 directly involves the 
jurisdiction of the Commission. Our concerns are, I suppose, somewhat 
tangential to the primary concern of these hearings, which is, I under 
stand, the desirability of establishing a process to screen foreign in 
vestments, in the sense of permitting them to occur or forbidding them 
to occur. On this issue, the SEC takes no position. We are not invested 
with any official expertise, and we have no special insight in this <trea.

There are, however, some important aspects of S. 425 that do cut 
rather deeply into an area of considerable concern to us. I am referring, 
of course, to the provisions of S. 425 relating to the disclosure of bene 
ficial ownership of securities.

Under section 13 of the Securities Exchange Act of 1934, any per 
son who becomes, directly or indirectly, the beneficial owner of more 
than 5 percent of any equity security, of what I will loosely call a class 
of publicly held securities, must report that fact to the SEC, to each 
exchange where, the security is traded, and to the issuing corporation. 
For purposes of this provision, a class of publicly held securities in 
cludes any class of securities registered pursuant to section 12 of the 
Exchange Act, issued by registered, closed-end investment companies, 
or issued by certain insurance companies otherwise exempt from reg 
istration under section 12.
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S. 425 would add to these provisions. In addition to requiring a 
"notice of intent" and so-calle 1 screening through the Office of the 
President, S. 425 would require disclosure of the nationality of the 
5-percent beneficial owners of such securities, as well as certain finan 
cial statements relating to the owners.

We expect shortly to release for public comment proposed amend 
ments to the Commission's rules under section 13 of the Securities Ex 
change Act, which would define beneficial ownership to include the 
power to direct the vote or disposition of shares, and the power to 
receive or direct the receipt of dividends or procveds from the sale 
of shares, plus certain family holdings. This proposed defiinition will 
get closer to concerns about the influence of shareholders upon cor 
porate control than do the concepts of beneficial ownership accepted 
today, which rely more on economic interest. We also will include pro 
vision for disclosure of the nationality of 5 percent beneficial owners.

We have some question as to whether we think it is justifiable to 
require financial statements, particularly of individuals or privately 
held companies, where the only fact being reported is the existence 
of the more than 5-percent beneficial ownership and where there is no 
active intent to proceed to acquire control.

We also are considering requiring companies to disclose, in periodic 
reports, the top 30 holders of record of their equity securities, in line 
with the recommendations of an intergovermnetal committee that was 
established last year to attempt to achieve some uniformity among the 
different agencies that require reporting of stock ownership. Report 
ing of the 30 largest holders of record will not be very illuminating as 
to forei,gT) ownership, even if \ve require and this would be a further 
step disclosure of the record holders' residence or nationality. I say 
this only because of the various means by which beneficial ownership 
is obscured through street-name holdings or other use of record holders.

Of more concern to us than the proposed amendments relating to 
disclosure of nationality is the proposal to add a new section 14(g) to 
the Securities Exchange Act, which would require all record holders 
of shares of publicly owned companies, who hold for the benefit of 
someone else, to report the identity of that someone else to the issuing 
corporation, and would require the corporation to collect and keep a 
list, of this information, filing with us so much of it as we might 
require. We think this proposal would overdestroy the target, since it 
would require, in effect, a virtually complete list of beneficial owners 
of all shares of all publicly owned companies, reaching down theoreti 
cally to the owner of one or two shares. While some corporate secre 
taries might like to have such a list, for direct mailing purposes, we 
think, overall, that the burden upon the various persons involved in 
complying with such a multitiered reporting system, and the invasion 
of privacy of the individuals involved, would not be justified by any 
benefit to the public or to investors. While we would oppose requiring 
this type of disclosure about owners of small amounts of securities 
we are considering and this would require legislation a provision 
that would lower the threshold for reporting of beneficial ownership to 
below ft percent. The most obvious place to stop would be 2 percent, 
which has an analogy in the present Exchange Act, or possibly even 1 
percent.

1 should point out, and the committee should be aware, that the dif 
ference in quantity of disclosure would be spectacular. Based on infor-
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mation available to us, it appears that it would be common for a cor 
poration with 50,000 shareholders to have only one or possibly five or 
six persons beneficial owners of 1 percent or more of any class of its 
equity securities, and corporations would liave no beneficial owner at 
all of 2 percent or more of any class of their equity securities. Neverthe 
less, we think such a lower threshold point perhaps would be a reason 
able compromise, in light of the various considerations involved, in 
cluding costs and other burdens, reasons for privacy and the interests 
of investors and other persons in knowing who controls companies.

There is another aspect of S. 425, which is of great interest to us, 
and that relates to the problems of enforcing1 disclosure. S. 425 pro 
poses, as a means of enforcing what I will loosely call the "screening" 
provision that is, the requirement that advance notice be filed and per 
mission granted or not denied before the acquisition of 5 percent or 
more of a class of equity securities judicil disenfranehisement of the 
securities held and, where appropriate, court-ordered divestiture of 
ownership of the securities involved with the proceeds held and remit 
ted net, of course, to the foreign shareholder.

We have had a great deal of difficulty enforcing any disclosure 
requirements with respect to persons who are not residents of the 
ITnited States and who hold through foreign fiduciaries, particularly 
in countries that have so-called bank secrecy laws. Our efforts to pierce 
the veil, so to speak, of the Swiss bank secrecy laws is of long stand- 
intr, and we are still way behind. Although a treaty was negotiated 
with Switzerland, involving only criminal matters, we don't yet even 
have that treaty in force.

The idea of judicial disenfranehisement or divestiture offers promise 
as a means of compelling disclosure by foreign fiduciaries. We are con 
cerned here with fairness among the various classes of fiduciaries, 
domestic and foreign, that is, how much secrecy they can provide to 
their customers, where their customers want that.

We are developing legislative proposals which would provide a court 
with similar powers with respect to the enforcement of the reporting 
provisions of section 13 (d) of the Securities Exchange Act.

We have not yet drafted the details of our proposals, but we think 
these enforcement ideas offer promise. The power to impound divi 
dends might be added to these. We have been informed informally, 
by pereons familiar with investors abroad, that denying foreign inves 
tors the opportunity to vote, their stock might not attract much atten 
tion, since stockholders in European corporations apparently don't 
vote very much anyway, but impounding dividends would attract at 
tention, as would, of course, divestiture.

These are the matters of concern to us, Air. Chairman.
I also would like to discuss briefly the Arab boycott, and the extent 

to which the Commission has jurisdiction to act in the limited area of 
underwriting syndications, previously alluded to by Mr. Parsky. He 
correctly describe/1 our position and our view of the situation.

We do have a peculiar involvement where a boycott affects invest 
ment bankers and their underwriting activities. American investment 
bankers generally are members of the National Association of Se 
curities Dealers, which has a special quasi-official status under section 
15 (A) of the Securities Exchange Act. The NASD has rules requiring 
the observance of just and equitable principles of trade, and it has
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legal authority to enforce those rules. And, the NASD has informed 
us that, in its opinion, compliance with the so-called Arab boycott 
would be a violation of those rules and that it would propose to take 
action, if it came upon a case in which action appeared necessary. 
Further, under the amendments to the Securities Exchange Act that 
were enacted last June, the Commission has authority to enforce 
NASD rules directly. While we have no reason to believe it would be 

'Tiecessary to do so, the Commission could move directly under that 
authority, if it did become necessary.

We and the NASD have been monitoring the situation from time 
to time. We are not aware at the moment of any problem that is not 
being adequately handled by the members of the investment banking 
industry. No one has come to us complaining or requesting assistance 
or protection. We do study syndicates, as they are published, from 
time to time, but of course, one cannot always tell just from looking 
at a list of names how it came about. Rut, I do believe that if there 
were problems of any serious dimensions, somebody very directly 
affected would have come to us. So, I am fairly confident in saying we 
are not aware of any serious problems in this particular area.

I must observe, however, that unlike industry in general in this 
country, it would be quasi-unlawful, at least under the NASD's rules, 
for our investment banking firms to comply with requests to honor the 
so-called Arab boycott.

We are prepared to respond to questions.
Senator STEVENSON*. Would you repeat that again? It would be 

quasi-unlawful under what?
Mr. GARRF.TT. 1 used quasi-unlawful because it would be a violation 

of the NASD rules, and there are penalties that could be assessed for 
violation of those rules.

Senator STEVENSON. If what happened?
Mr. GARRETT. If a member of the NASD violates just and equitable 

principles of trade. Therefore, if a member of the NASD, which in 
cludes virtually all of our American investment banking firms, were 
to comply with a demand for a lx>ycott of another American firm in an 
underwriting situation on grounds of race, ethnic background or sup 
port of Israel, the NASD is of the opinion it could proceed against 
that firm. And we share that opinion.

Senator STEVENSON, And what would the sanction be?
Mr. GARRETT. The, possible sanctions include expulsion from the 

NASD, suspension of membership in the NASD, finos, censure, or a 
combination thereof. The appropriate sanction would be a matter of 
judgment, based on the particular facts and circumstances of each case.

Senator STEVENSON*. When do you expect the regulations to issue, 
which will require disclosure, of nationality?

Mr. GARRETT. Our target is before Labor Day.
Senator STEVENSON*. And the point you are making, one of the 

points, as I understand it, is that you will require disclosure of the 
nationality of the beneficial owners, but it is pretty hard to go beyond 
that to identify the real beneficiaries if they seek to conceal their 
ownership.

Mr. GARRETT; What I alluded to was the situation where a bene 
ficial owner sets up one or more Swiss bank accounts, which in tnrn 
have accounts with broker-dealers here. In other words, where you

58-521 O - 75 - 10



142

have a series of nominees between the holder of record and the bene 
ficial owner. I think it is probably correct to say that a routine type of 
reporting procedure will probably never guarantee disclosure of every 
person who wants to hide his ownership. We do think we can dra^t 
legislation which, by making the potential penalties significant, can 
greatly increase the chances of obtaining information about the true 
beneficial owner.

Senator STKVi-:xsiix. Are you preparing such legislation recommen 
dations now?

Mr. (lARRKTT. Yes. we are.
Senator STKVKXsox. And when do yon expect those to be ready?
Mr. (J \RRKTT. Hv Labor Day. We hope to submit proposed legisla- 

Hon to ('ongrcs< at the same time we publish our proposed rules. We 
h;id hoped to have had this done long before now. but the critical 
persons involved have lx*en absorbed in other matters.

Senator STKvKxsox. Don't you have situations in which the laws of 
foivigii countries protect the con*ideutialitv of beneficial owners? For 
example maybe T shouldn't make this hypothetical doesn't Switzer 
land have a law that prohibits disclosure of Iwneficial ownership? And 
if so. how could the owner of record comply with the T\S. law if it 
meant violation of Swiss law? Are then*, such situations?

Mr. n.\M:KTT. Oh. yes. indeed, there are. T understand that it is a 
crime u'lder Swiss law for a Swiss bank to disclose the name of the 
person for who^c account they hold securities, without such person's 
permission. And there is no way we can change that directive.

The suggestion which I draw from S. 4ij:"). and from some enforce 
ment cases that we have had in this countrv. based on violations of 
our reporting requirements bv 5 percent holders, is to deny the right 
of those shares to vote, unless there is disclosure of the person who is 
directing the vote.

Xo\v: in my earlier remarks. T alluded to the fact that T have been 
told that providing for a loss of voting rights might not attract much 
attention. Investors may not care whether or not they can vote, al 
though, of course, if they are interested in exercising control, then 
thev would want to vote.

The other device suggested hv S. 425. and T want to make it clear 
that we would suggest this in a somewhat different context than is 
contemplated by S. -)y."i. would permit a court to order the sale of the 
stock for consistent refusal M disclose. While we wouldn't impose an 
obligation on the Swiss hank, we could make it unattractive to in 
dividuals to hold substantial blocks of stocks in American corpora 
tions through Swiss bank accounts, without granting the hanks per 
mission to disclose who they are. That is the objective.

Senator STEVEXsox. Will these regulations and such legislative pro 
posals afford advance notice or will it lie after the fact?

Mr. (r.\RnKTT. This would be after the fact. We don't contemplate 
changing the law in this regard. The present law requires reporting 
after the fact, if a person acquires more than 5 percent. It is not very 
long after the fact. 10 days, but it is after the fact.

Tf the 5-pcrcent or more is intended to be acquired through a tender 
offer, there is concurrent filing. If control is to Ix* acquired through 
other devices, such as a merger that would require solicitation of
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proxies, or through mi exchange of securities, (hen there, is advance 
notice.

Senator S'l'KVKXsox. I low do yon feel al)o»t proposals to i-couire 
advance notice in the second class of eases? lysave ;-side. the threshold
question at the moment ? Is it unreasonable to require advance notice?

Mr. (k\i:i:KTi'. I think of these in terms of the Williams Ae.t. )x?cause 
(he relevant provisions in the. Securities Exchange Act came into our 
law a few years ago in amendments sponsored by Senator Williams. 
The threshold hegan tit 10 percent, incidentally, and was shortly 
amended down to more than 5 percent.

T think lx)th originally, and at the time of the amendment, there 
\vas considerable, debate on (he miestion whether there should be 
advance filing or not. in public, tender offer situations. We were think 
ing of it. of course, not in terms of foreign persons, hut in other terms.

Alan Ixsvenson reminded me some persons wanted 7 or 10-day ad 
vance filing at the SK(\ while others objected to it. The legislation 
linall v enacted requires concurrent filing.

The problems that were most on people's minds at the time the 
Williams Act was adopted, were whether the SKC should have an op- 
portunitv to review tender of* T material in advance, on the one hand, 
and whether or not there, i" ght Ix* a leak of inside information on 
(he other. The object was * prevent information which is not yet 
available to the public from being used unfairly and improperly.

I imagine the same kind of considerations will come up again.
Alan, vou may have further thoughts on this.
Senator S'rr.vnxsox. Kxcuse me. if I could add this question at this 

point. Wouldn t that lx» a concern of ywirs aliout S. 425?
Mr. (i.\ir:iyrr. Yc^. I should have mentioned that. It is in our written 

statement. We are nervous about sitting for SO days on a report of a 
pi'oposed acquisition thut is not made public, paiticularly if it should 
happen to come at a time when we are also working on a registration 
statement of (hat company or a pro.xy statement or something else. 
We have suggested that we at least b( authorized to make the. fact of 
(he proposed acquisition public as necessary in order to avoid that 
conflict.

Senator S'n.v- xsnx. Thank you.
I am sorry. Mr. I^venson.
Mr. LKVKXsdx. Just to supplement Chairman Oarrett's remarks, 

the SKC in the 1WK hearings before Senator Williams did recom 
mend ^tronrdy «i Ti and 10-day pre filing for a proposed tender offer. 
This did not apply to an acquisition statement, that is. for an ordinary 
open -market purchase.

At that time, the interest and purpose )*ehind the 5 or 10-day period 
was not to screen the merits of the investment. It was merely desig]u;d 
(o assure full and fair disclosure to the security holders who would be 
the recipients of the tender. Congress decided at that time that, in 
order not to tip the scales lietween incumbent management or the 
bidding companv. the filing should he contemporaneous.

Mr. GARMKTT. One can imagine, in terms of advance acquisition 
statements for open-market purchases, the objections that would he 
raised on the. p:?rt of :inylxidy who let it Iw knnv.n he is going into the 
market to acquire substantial amount of stock, particularly the fear 
that he would l*e murdered in the market place.
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Senator STKVK.VSOX. In this instance, the sort of screening that wo 
are talking about would require more than 5 or 10 days, I would think.

Mr. GAKKETT. S. 425 would provide a .'50-day peiiod.
Senator STKVKXSOX. I think the AVillianis bill contornplatos 30 days.
Mr. GAKRETT. I would expect any .substantive proceedings on the 

merits of an acquisition would require about 30 days.
Senator STKVKXSOX. C'an you generalize about the procedures in 

other countries, Canada, for example? Aren't there procedures that ef 
fectively screen foreign investment in Canada and other countries?

Mr. GAKKKTT. I don't know them in great detail, but Canada. Japan, 
and other countries have had such screening laws for some time. Some 
of them are simply flat prohibitions.

Senator STKVKXKOX Do they have such screening procedures as are 
proposed by Senator Williams in S. 4-2?>? If so. have there been any 
adverse effects upon investors of the kind that you were mentioning?

Mr. GAKKKTT. I can't answer in any detail. Mr. Chairman.
Are you familiar with any. Carl ?
Mr. Bonou's. We have heard of no problems. Canada certainly has 

the 5-percent limitation. They are going on strictly an economic and 
nationalistic basis in their law. It is not aimed at any particular for 
eign investors, but all foreign investors. Nationalism is the backbone 
of (heir particular foreign investment screen.

Senator STICVKNSOX. Is that advance notice confidential?
Mi\ Honor,rs. As far as I know. yes. sir.
Senator STKVF.XSOX. Maybe that confidentiality obviates concern for 

the investors.
Mr-. GARKKTT. Yes, I think it does require a resolution of the conflict 

that we have pointed out. One way you could free us from it would 
bo, to have the document filed some place else. Rut as far as public 
investors are, concerned, their would still bo a 30-day period in which 
they would be ignorant of the proposal.

Senator STKVKXSOX. Thank you. Mr. Garrett. I don't believe I have 
any further 1 questions. It was a helpful statement.

Thank you. gentlemen.
[The complete statement of Mr. Garrett follows:]

STATKMKXT OK RAY OARRKTT, JR., f MAN, SKCPRITIEH AMI KXCIIA.NOK
Co.r \

Mr. Chairman, members of tlie Subcommittee: I a in pleased to appear before 
this Kulicommittee today to present the Commission's views on S. 425, "the For 
eign Investment Act of 1975." With me this morning is Alan 15. Levcnson, Director 
of the Commission's Division of Corporation Finance, and Carl T. Bodolus, Chief 
of that Division's International finance Office.

Although the Subcommittee will also he considering S. 0,"3. S. fX>5 and S. 1303, 
which would grant the Secretary of Commerce certain powers with regard to 
foreign investment, I will generally restrict my comments today to S. 42.">. since 
only that bill relates directly to the jurisdiction of the Commission.

S. 42"i was introduced in January of this year, by Senator Williams, and hear 
ings on it were held last March, before the Subcommittee1 on Securities. S. 425 
would, among other things require increased disclosures about owners of more 
than five percent of the securities of publicly-owned corporations, and disclosure 
of all the beneficial nwners of equity securities of a public-held company. Last 
March, when I testified on l>ehalf of the Commission. I expressed our general 
sui port for the provisions of S. 425 that are aimed at Improving the disclosure 
of ('Miity ownership. We were and still are particularly troubled, however, 
with the provisions of S. 425 requiring disclosure of nil the beneficial equity
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owners of publicly-held companies and the burdens such a requirement likely 
would impose, without any commensurate benefit to investors.

Rather than repeat that testimony in full today, I request that a copy of my 
earlier testimony lie included in the record of these hearings, along with a copy 
of the Commission's detailed written comments that were submitted to the Sub 
committee on Securities in connection with its bearings.

When I last testified on S. 425,1 stated that, the Commission's staff was working 
on developing disclosure rules that, would, if adopted, effect disclosure of some 
of the information that would be required by S. 425. I understand that the Sub 
committee would like me to describe in more detail the status and nature of the 
rules our staff is considering, and highlight my earlier testimony briefly.

As you know, Section 13(d) of the Securities Exchange Act requires certain 
disclosures by persons who acquire the beneficial ownership of more than five 
percent of the equity securities of large, publicly-held American companies. S. 
42.1 would amend Section 13 (d) to require, subject to our rulemaking powers, 
that such a person also disclose his residence, nationality, and financial condi 
tion ; the background, identity, residence and nationality of any associated per 
sons who own equity securities of that issuer; and the background, identity 
residence and nationality of any other persons sharing or having exclusively the 
authority to exercise the voting rights of those securities.

While wo have supported this provision of S. 425, it should be borne in mind 
that Section 13(d) of the Securities Exchange Act presently requires the dis 
closure of not only the information therein specified, but also "such additional in 
formation . . . as the Commission may by rules and regulations prescribe. . . ." 

This rulemaking authority is quite broad and ojien-endcd, and could be used to 
promulgate rules requiring disclosure of the same information sought to be re 
quired by S. 425.

In fact, we are presently developing proposed rules under this existing author 
ity. In this connection, last fall we held a Public Fact-Finding Investigation in 
the Matter of Beneficial Ownership, Take-overs and Acquisitions by Foreign and 
Domestic Persons, Our staff has generally concluded its review of the extensive 
record compiled during that public investigatory proceeding, at least with regard 
to certain questions relating to the disclosure of beneficial ownership.

AH a result of that review, last May, the Commission received tentative and 
general staff recommendations concerning the appropriate use of our rulemaking 
authority, and these were, with some modifications, conditionally approved. Our 
staff is now in the process of developing detailed proposals for rule and form 
changes, and these proposals should be on active docket by the end of August.

Subject to the time expenditures required by the Administrative Procedure Act's 
notice and pommeri* provisions, and a review of the anticipated extensive and de 
tailed public comments, these proposals are being given high priority, and their 
adoption, subject to whatever views we might receive, should be effected as ex- 
lieditiously as possible, assuming that, any proposals we publish are not preempted 
by legislation.

Among oLI.pr things, we are considering proposing a rule defining the term 
"beneficial owner," for purposes of Sections 13(d) and 14(d). That definition 
would focus particularly on the power to direct the vote of securities, to direct 
the disposition of those securities, and would also include persons with the right 
to receive certain economic benefits from the securities. In addition, we are con 
sidering rules making it clear that beneficial ownership could result from, among 
other things, certain family relationships.

Similarly, our staff is working on proposals which would require me lis- 
elosur* of the nature of the beneficial ownership in Schedule 131) the ' .m we 
require to be filed with us pursuant to Section ISfd). For example, disclosures 
might be required concerning the power of the person filing the statement to direct, 
how such securities should be voted or, if such jiower, is lacking, disclosures might 
he required of the situs of such power, as well as the nationality of the persons fil 
ing the form.

The definition of the term "beneficial ownership" under consideration is fairly 
broad. Presumably, it would encompass a numtier of financial institutions as well 
as individuals. For example, certain hank trust departments that serve as trustees, 
and certain broker-dealers who manage discretionary accounts, might be con 
sidered to be the beneficial owners of the securities held in the trusts or the 
accounts, respectively.

Rather than exclude such institutions from the definition of "beneficial owner," 
which might result in a definition that was too narrowly drawn, we are consider-
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ing ways of alleviating some of the burdens that surely would devolve upon these 
institutions if ' ir broad definition required them to file unnecessarily extensive 
disclosure reports. Section 13(d) (5) of the Act authorizes the Commission to 
promulgate a short form notice of acquisition, where the acquisition is in the 
ordinary course of business and is not made for the purpose, and does not have 
the effect, of changing or influencing corporate control. A short form notice c<H:!d 
be used by certain financial institutions to report their holdings, and we are con 
sidering rules to that effect.

These rules, if adopted in any form similar to what I have discussed, would in 
part accomplish the objectives contained in certain of the proposed amendments 
to Section 13(d). Perhaps the most significant rule, and the one most difficult to 
formulate, is one defining the term "beneficial owner" for purposes of Section 
13(d). Whether or not S. 425 is adopted, there will still be a need for such a 
rule, since S. 425 does not presently contain such a definition. We are not con 
templating proposing any rules, however, which would require all 5 percent own 
ers <>t equity securities to me |(C-i"wuui financial statements with the Commission, 
as S. 425 would require. When I testified before the Subcommittee on Securities / 
did not express our concern with this provision. Having considered it further, we 
do not believe it Is necessary for the protection of investors when the acquiring 
person is not seeking control of the issuer. The public benefits would be too remote 
in such cases, the burdens of compliance too heavy, and the invasion of privacy 
unwarranted.

In addition to amending Section 13(d) of the Exchange Act to increase dis 
closure about owners of more than five percent of a class of equity securities, 
K. 425 also would add a new Section 14(g) to the Securities Exchange Act, 
creating a nialti tiercel reporting procedure by recmu holder:; io issuirs, . ? 
that American companies with a registered class of equity securities could obtain 
Information to compile a list of the names, residences and nationalities of all the 
beneficial owners of such securities, as well as information with respect to the 
locus of authority to exercist the voting rights of the securities held of record 
by other persons.

Disclosure of beneficial ownership when separate from record ownership, 
however, is another matter. Under the present law there is no general require 
ment for such disclosure below the 5 percent level, nor is there any adequate 
meai.s of enforcement against fiduciaries. We generally favor increased statu 
tory authority in this direction.

As to creating a multi-tiered reporting procedure by holders of record, we agree 
with the objective of this provision, hut believe that its scope and extent are not 
necessary for the protection of investors. The burden on nominees would appear 
to be excessive and the benefits to the public too remote.

However, we are considering a rule proposal that would require the issuer 
to disclosure in its annual report filed with us, as well as in certain registration 
statements, the 30 largest holders of record of any class of voting security and 
the extent of tlieir voting authority, if known to he issuer. If such proposal is 
made, it probably would exempt disclosures of very small holdings. Our staff 
is, in developing this proposal, taking into careful consideration the recom 
mendations of an Interagency Steering Committee on Uniform Corporate Re 
porting, which, in cooperation with Senator Metcalf's staff, has developed a form 
of Model Corporate Disclosure Regulations (January 1975).

There comes a point, of course, at which disclosure of ownership, when balanced 
against the need for such disclosure, becomes too burdensome, and constitutes 
an unreasonable and unnecessary invasion of personal privacy. In that regard, 
we have several problems with the solution proposed by S. 425.

We are concerned, for one thing, about the substantial costs that this proposed 
amendment would impose on brokerage firms, banks, trust companies and 
especially transfer agents, as well as the issuing companies, if the precise provi 
sions of S. 425 were enacted, since the bill would apply to all beneficii 1 ' owner::, 
even the owner of one share of common stock. It is not unusual for a large com 
pany to have over 100.000 record holders of its common stock. AT & T has mil 
lions. So much data is too ex|*nsive to provide and more than anyone can effec 
tively and properly use.

If the Intention of this section of the bill is to elicit significant information 
regarding beneficial owners, the Congress should consider less burdensome, alter 
native means of accomplishing this goal. At the very least, the disclosure in fil 
ings should be limited, perhaps, to the 20 or 30 largest holders, or any holder 
of more than some percentage, such as 2 percent or 1 percent. This Subcommittee
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should be aware that many large companies with 50,000 or more record share 
holders may have no more than three or four who own beneficially as much as 
one percent of the company's shares.

The problems in obtaining meaningful disclosure of stock ownership has always 
been the holding of record by fiduciaries who feel constrained, by law or custom 
or good business practice, from their point of view, to decline to disclose the 
identities of the persons for whom they hold the stock, except in response t. 
legal process. Foreign fiduciaries, in many cases, will not even recognize our 
legal process for this purpose. Most fiduciaries will disclose the extent to which 
they hold shares for others but possess sole or joint voting power, but not the 
the identity of the beneficial owner or of any other person who holds the power 
solely or jointly with the fiduciary.

The idea of requiring fiduciaries to disclose their beneficiaries, or at least 
those beneficiaries with voting power, on a regular basis for public filings raises 
other considerations that must be carefully weighed. One is the longe-standinp 
tradition and policy in our law of protecting the privacy of private trusts. Com 
pelling the public disclosure of the portfolios of private trusts even if only to the 
extent that they hold equity securities of publicly-owned U.S. companies for 
which the beneficiaries hold the voting power is a fundamental departure 
from our settled norms. Of course, we have long since made this departure where 
the beneficiary is a reporting person under Section 16 of the Securities Exchange 
Act or it is otherwise a control person, or affiliate, of the portfolio company, or 
one who has acquired five percent and becomes subject to Section 13(a). Bu< 
the proposed Section 14 (g) is a far-reaching departure.

One approach to the problems raised might l>e to require such disclosure only 
when the shares constitute more than a si>eclned percentage of the outstanding 
shares, hut making the percentage much lower than 10 percent or even 5 percent. 
One and two percent have l>een suggested with appropriate rulemaking power 
vested in the Commission. The theory, then, would be that an investor can pre 
serve privacy through a personal trust and yet retain voting power so long as 
he keeps his positions in publicly-owned companies insignificant In terms of 
voting strength. Above that, public policy favoring disclosure will prevail over 
that favoring the privacy of i>ersonal investments.

Another consideration is one of competitive fairness among fiduciaries  
broker-dealers and trust companies atid U.S. and foreign banks. The foreign part 
of the problem is not just one of even application of the law as written, but also 
as enforced. We have been engaged in long, and so far futile, e.Torts to compel 
disclosure of bank customers in some countries, even for purposes of criminal 
investigation. Here. S. 425 offers a device that might do the job, namely the 
judicial disenfranchisement or divestiture of the stock. S. 425, as presently 
drafted, would employ this device only for violations of the screening provisions. 
\Ve suggest that it be expanded to cover violations of the disclosure provisions, 
both foreign and domestic. Consideration should also be given to the impounding 
of dividends for non-compliance.

It is true comjianies have complained thnt they are sometimes unable to 
determine who actually owns their securities and thus cannot communicate 
effectively. We do not believe that the solution to this problem need be as all- 
encompassing as that proiK>sed in S. 425. Pursuant to our new legislative man 
dates, our staff is considering ways to encoui.ige or require that brokers who 
hold securties for their customers make sure that their customers receive issuer 
communications. We believe that this, in conjunction with a rule requiring issuers 
to provide sufficient quantities of material to brokers and others for their cus 
tomers, will enable companies to communicate effectively with their shareholders.

S. 425 also would add a new Section" 13(f) to the Securities Exchange Act, 
to require ai:y foreign person, company or government to file with the Commis 
sion a confidential statement, containing certain specified information, thirty 
days in advance of any acquisition by which that foreign investor would own 
more than five percent of any class of equity securities of any United States 
company with more than one million dollars in assets.

The Commission would lie required to transmit the preacquisition statement 
to the President, who would he authorized to prohibit the acquisition if he finds 
it necessary to do so in order to protect the national security, foreign policy of 
the domestic economy of the United States. An amendment to S. 425 has been 
proposed by Senators Williams and .Tavlts which would require the President 
to prohibit such an acquisition in certain instances, principally dealing with 
discriminatory conduct.
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In my testimony last March, I voiced our concern that this proposed section 
might engender conflicts of interest within the Commission, with respect to our 
duties to require full disclosure, if we should receive nonpuhlic information 
pursuant to these provisions. For example, under this bill, the Commission could 
receive secret, lint material, information regarding a proposed acquisition of 
equity securities of an issuer by a foreign investor while the Commission's staff 
is reviewing the adequacy of disclosures in a filing relating to a public offering 
of that issuer's- securities or relating to corporate actions to be adopted by a 
vote of that issuer's security holders.

Accordingly, the Commission requests that, if the screening provisions of the 
hill are enacted, and the Commission is designated as the repository for the pre- 
acquisition filings, the Commission be authorized to require the publication of 
those reports if we find it necessary in the interests of investors.

Beyond, with respect to the substance of Section 13(f), as it would be amended 
by S. 425. and the other bills that you are considering here today with provi 
sions for screening or otherwise controlling foreign investment in American 
comiranies we do not think it appropriate for the Commission to state a position.

Other than our interest in preserving the integrity and success of our capital 
markets, the Commission is not in any imsition to, and does not have any special 
expertise f./r. comment on the desirability of the screening process that would be 
established by S. 425, or on the powers relating to foreign investors that ,vould 
he granted to the Secretary of Commerce pursuant to the other bills mentioned.

The Subcommittee no doubt recognizes, however, that any deterrent to foreign 
investments in the United States could have an adverse impact on the future 
ability of public companies to raise capital in the United States, and could im 
pair the future depth and liquidity of trading markets in the securities of 
United States companies. Similarly, legislation of this nature conld lead to the 
enactment of still more protectionist legislation by other countries which may 
impair the ability of United States comi»anies to raise or invest capital abroad.

The Commission supported the enactment of the Foreign Investment Study 
Act of 1974. Presently, the Departments of Treasury and Commerce are conduct 
ing an extensive study of foreign investments in the United States pursuant to 
that Act. An interim report from those Departments to the Congress is due on 
or about November 1, 1075. and a final report is due sometime around May 1, 1976.

In addition, by Executive Order of May 7, 1!>75, the President has established 
a Committee on Foreign Investment and directed the Commerce Department to 
obtain and analyze information on foreign Investment in the United States. The 
Commission's staff is working closely with Commerce to increase the availability 
of information on foreign investment, and we expect the amendments to our rules 
which I discussed earlier to facilitate this effort.

If Congress determines that time permits, it may he appropriate to review the 
findings of the Commerce and Treasury prior to the enactment of any screening 
legislation in this area.

That concludes my prepared remarks. Messrs. Levenson, Bodolus and I would 
be happy to respond to any questions you may have.

STATEMENT OF RAY OARRF.TT, JR., CHAIRMAN-. SECURITIES AND EXCHANGE 
COMMISSION-, BEFORE THE SUBCOMMITTEE o.\ SECURITIES. MAKCH 5. 107-">

MY. Chairman, monitors of the Subcommittee: I im pleased to appear today 
before this Subcommittee to testify on S. 425, "the Foreign Investment Act of 
1075." With me this morning is Alan K. Levenson, Director of the Commission's 
Division of Corj^ration Finance.

S. 425 apparently is intended to serve two primary purposes. First, this bill 
would, if ennct:-d, enable the Commission to elicit more information regarding 
persons making acquisitions of the equity securities of American companies. It 
would also make more effective any monitoring of foreign investments In the 
equity securities of most large, publicly-owned, American companies.

Second, R. 425 would Impose a screening process for significant foreign invest 
ments in American companies. It would authorize thp President, In his discretion, 
to prohibit any foreign person from acquiring more than five percent of any class 
of equity securities of any large T'nit.-d States company, if the President deter 
mines that such an acquisition is not in the national interest.

The need for accurate and current information concerning the record and bene 
ficial ownership of equity securities issued by American companies is well
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established. This Subcommittee, and particularly its Chairman have been instru 
mental in proposing and facilitating the enactment of legislation to require 
improved disclosures by certain holders of equity securities and by persons con 
templating acquiring such securities, And, in response to the growing importance 
of institutional investors in our capital markets, this Subcommittee has endorsed 
legislation requiring increased and uniform disclosure of institutional portfolio 
holdings and significant transactions.

The Commission supports the efforts by the Subcommittee to improve the dis 
closures required under the Securities Exchange Act. Pending the iiassage of any 
new legislation, we have continued to appraise the effectiveness of the disclosures 
we presently require under our existing authority and the need for further 
disclosures of the identity and background of shareholders. As part of this ap 
praisal, last fall the Commission ordered a Public Fast-Finding Investigation in 
the Matter of Beneficial Ownership, Takeovers and Acquisitions by Foreign and 
Domestic Persons, in order to determine whether \ve should exercise our rule- 
making authority under the Securities Exchange Act, or recommend legislative 
changes, to require additional disclosures.

Our staff is still reviewing the record compiled during that public Investigatory 
proceeding consisting, as of this date, of 1,667 pages of transcripts; 25 prepared 
oral statements ; 36 exhibits; and 78 letters of comments from interested persons. 
We are hopeful that, during May or June of thi.s year, we can publish for com 
ment some new disclosure rule proposals, assuming, of course, that new legisla 
tion, making our proposals unnecessary or superfluous, has not already been 
enacted.

Although we believe we presently have significant rulemaking authority to 
require the new disclosures proposed in S. 425 for five percent equity shareholders 
or persons proposing to acquire five percent of the equity shares of a company, 
we generally support the bill's proposal to improve these disclosures by statute.

Similarly, the Commission is generally in favor of improved disclosure of the 
identity of the persons with the ix>wer to vote the emiity securities of large 
American companies who would not otherwise be required to file reports under 
Section 13(d) of the Securities Exchange Act, although we are troubled by the 
specific approach to obtain this information embodied in S. 425. The Commission 
also concurs in the assumption underlying S. 425 that improved disclosures 
demand explicit legislative recognition of new enforcement remedies although 
we have not had serious difficulty persuading the federal courts to fashion effec 
tive equitable remedies under existing laws. We are. however, troubled by the 
decision to limit these new remedies only to violations involving foreign investors, 
and, even then, only to violation of the new screening provisions that would be 
added to the Act.

Finally, while we have some comments on the mechanics of the screening pro 
visions of S. 425, the Commission has no comment on the desirability of these 
provisions of the Act. As made clear by proposed new Section 13(f)(2), at page 
7 of S. 425, the need for. and use of. screening powers raises questions of "na 
tional security" and "foreign policy" ; these are matters beyond the responsibility 
of this Commission.

I should like briefly to summarize the provisions of S. 425 that are of most 
importance to us. The Commission's detailed, written, comments on S. 425 have 
already been furnished to the Subcommittee and its staff, and will, I assume, be 
made a part of the Subcommittee's record of hearings on this bill.

IMPROVED DISCLOSURES BY 5-PERCENT SHAREHOLDERS OF EQUITY SECURITIES

S. 425 proposes to amend Section 13(d) of the Securities Exchange Act to re 
quire, in addition to existing provisions of law, that persons who have acquired, 
or who propose to acquire, five percent of the equity shares of large American 
companies must, subject to our rulemaking powers, disclose the residence, iden 
tity and financial statements of the beneficial owner of those securities; the 
background, identity, residence and nationality of any associated persons who 
participated or are expected to participate in the acquisition; and a detailed 
description of any other persons sharing or having exclusively the authority to 
exercise the voting of rights of those securities.

Since Section 13(d) of the Securities Exchange Act presently requires the dis 
closure not only of tlie information there specified, but also "such additional in 
formation ... as the Commission may by rules and regulations prescribe . . ," 
there is no strict need for the additional disclosures S. 425 proposes to add. 
Nevertheless, we fully support this provision of S. 425.
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Since S. 425 proposes to amend Section 13(d) and, therefore, reports required 
to be filed pursuant to .Section 14(<1) of the Securities Exchange Act. the Sub 
committee may wish to consider proposing comparable amendments for rejKirts 
required to be filed with the Commission by directors, officers and principal stock 
holders pursuant to Section 16 (a) of that Act.

DISCLOSURE OF BENEFICIAL OWNERSHIP

S. 425 would also add a new Section 14(g) to the Securities Exchange Act. 
creating a multi-tiered reporting procedure so that American companies with a 
registered class of equity securities could compile an accurate list of the names, 
residences and nationalities of the beneficial owners of such securities, as well as 
information with respect to the locus of authority to exercise the voting rights 
of the securities held of record by other persons. The Commission would he 
granted rulemaking authority with respect to an issuer's obligation to compile 
such a list of beneficial owners and to file such a list, or a portion thereof, with 
the Commission, presumably as a public document.

The Commission has previously supported the desirability of requiring the dis 
closure of the situs of significant voting power, particularly when that power is 
partically or completely vested in persons other than the record owner of the 
shares. We support such disclosures, however, for both foreign and American in 
vestors. While we have some authority to, and are stil! exploring whether we 
should, propose appropriate disclosure rules in this regard, legislation govern 
ing this subject matter appears preferable, since it would resolve any doubts 
about the existence, extent, scope and effectiveness of our authority to compel 
such disclosures.

S. 425, however, may not accomplish its goals. As presently drafted, the bill 
fails to accomplish its avowed pur[K>se of providing a comprehensive list of the 
names, residences and nationalities of beneficial owners. For example, an in 
vestor owning less than five i>ercent of the equity securities in a large, publicly- 
ownel United States comjiany may easily arrange to have the certificates evidenc 
ing s ich securities n>r! ;tered in his name and have all dividend, annual reports 
«nd proxy statements .>ent to a mailing address in the United States. Since the 
record ho-der is the beneficial owner and is not holding on behalf of another per 
son, these provisions of S. 425 would be inoperative. Ft should be noted that, in 
such a case, the public company's list of stockholders would only contain the 
investor's name, his United States mailing address and the number of shares 
owned. Thus, the public company would not know the nationality or residence of 
Midi a foreign investor.

More importantly, we are concerned about the substantial costs that would lie 
imposed on brokerage firms, banks, trust companies and. especially, transfer 
agents, as well as the issuing companies, if the precise provisions of S. 425 were 
enacted, since the bill would apply to all beneficial owners, even the owner of one 
share of common stock. The burden of receiving so much material would also 
be severe on the Commission. Computer print-outs of stock records of widely-held 
companies can easily fill a large file drawer, and there are some 9,000 companies 
presently registered under the Exchange Act. It is not unusual for a large com 
pany to have over 100.000 record holder of irs common stock. AT&T has millions. 
So much data is too expensive to collect and mure than anyone can effectively and 
properly use.

If the intent of this section of the bill is to elicit significant information re 
garding l>enefieial owners, the Congress should consider less burdensome, al 
ternative means of accomplishing this goal. At the very least, the disclosure in 
filings should be limited, perhaps to the 20 or 30 largest holders, or any holder 
of more than some percentage such as 2 percent or 1 percent.

The problem in obtaining meaningful disclosure of stock ownership has always 
been record ownership by fiduciaries who feel constrained by law or custom or 
good business practice, from their point of view, to decline to disclose the identi 
ties of the persons for whom they hold the stock, except in response to legal 
process. Foreign fiduciaries, in many cases, will not even recognize our legal 
process for this purpose. Most fiduciaries will disclose the extent to which they 
have the [tower to,vote shares held,in their nnmo or the names,of their nominees, 
but not the identity of any other person who holds the power solely or jointly 
with the fiduciary.

The idea of requiring fiduciaries to disclose their beneficiaries, or at least those 
beneficiaries with voting power, on a regular basis for public filings raises other
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considerations that must l>e. carefully weighed. One in the long-standing tradi 
tion and policy in our law of protecting the privacy of private trusts. Compelling 
the public disclosure of the irortfoiios of private trusts even if only to the extent 
tliut they hold equity securities of publicly-owned r.S. companies for which the 
beneficiaries hold the voting power Is a fundamental departure from our settled 
norms. Of course, we have long since made this departure where the beneficiary 
is a reporting person under Section 10 of the Securities Exchange Act or is other 
wise u control person, or affiliate, of the portfolio company, or one who has ac 
quired rive percent and becomes subject to Section 13(a). But we are now con 
sidering a more drastic' and far-reaching departure.

One approach might be to require such disclosure only when the shares con 
stitute more than a specified percentage of the outstanding shares, but making 
the percentage much lower th 1,1 10 percent or even ~> percent. One and two per 
cent have been suggested. The tl'eory. then, would be that an investor can pre 
serve privacy through a personal trust and yet retain voting power «o long as he 
keeps hi.s positions in publicly-owned companies insignificant in ' rms of voting 
strength. Above that, public policy favoring disclosure will picvail over that 
favoring the privacy of personal investments.

Another consideration is one of competitive fairness among fiduciaries broker- 
dealers and trust coinimuies and T'.K. and foreign luniks. The foreign part of the 
problem is not just one of even application of the law as written, hut also as en 
forced. This Subcommittee is familiar with our long, and so far futile, efforts to 
compel disclosure of bank customers in some countries, even for purposes of 
criminal investigation. Here. S. 42D offers a device that might do the job, namely, 
the (lisenfranclilseineiit of the stock. S. 42~i. as presently drafted, would employ 
this device only for violations of the screening provisions, but it might also be 
used to obtain disclosure, both foreign and domestic.

As I have stated, these proposals, although well-motivated, appear to be too 
all-encompassing for any reasonable use, and therefore should be revised. We are 
not yet prepared to recommend specific legislation to do this, although we hope 
to be soon, after we have reviewed our voluminous hearing record.

SCREENING OF FOREIGN INVESTORS

S. 425 also would add a new Section l.t(f) to the Securities Exchange Act to 
require any foreign person, company or government to file with the Commission a 
confidential statement, containing certain specified information, 30 days in ad 
vance of of any acquisition by which that foreign investor would own more than 
five percent of any class of equity securities of any I'nited States company with 
more than $1 million in assets. The Commission would lie required to transmit 
the pre-acquisitiori statement to the 1'resident, who would he authorized to pro 
hibit the acquisition if he finds it necessary to protect the national security, 
foreign policy or the domestic economy of the Tinted States.

These proposed screening provisions involve significant national policy matters 
which can only be decided by the Congress. The Subcommittee no doubt recognizes 
that any deterrent to foreign investments in the I'nited States could have an ad 
verse impact on the future ability of public companies to raise capital In the 
1'nited States and could impair the future depth and liquidity of trading markets 
in the securities of Tinted States companies. Mr. Hennett, Undersecretary of the 
Treasury, gave some statistics in his testimony yesterday which would indicate 
that at least in the recent past the impact of the deterrent, while adverse, would 
have been small. The future possible impact, while difficult to estimate, is what 
must he considered.

Similarly, legislation of this nature could lead to the enactment of still more 
protectionist legislation by other countries which inaj impair the ability of 
t'nited States companies to raise or invest capital abroad.

In the past, the Commission has supported the enactment of the Foreign 
Investment Study Act of 1H74. Presently the Departments of Treasury and 
Commerce are conducting an extensive study of foreign investments in the T Tnited 
States pursuant to that Act. An interim report from the Departments of Treasury 
and Commerce to the Congress is due on or about November 1, 1!>75. and a final 
report is due sonutime around May 1, lt>7(>. If congress determines that time 
permits, it may he appropriate to review the findings of the Commerce-Treasury 
report prior to the enactment of any screening legislation in this area.

Nevertheless, if the Congress should deem it appropriate to adopt some type 
of screening legislation at this time, we are troubled by the provisions prescrib 
ing our involvement in the filing and consideration of pre-acquisition statements.
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First, proposed Section 13(fj (1) (('), cm page 7 of S. 42">. would require that, 
"in exercising its authority . . . , Hie Commission shall consult and cooperate with 
the President to assure that its actions are in accordance with the President's 
powers and responsibilities with respect to the activities of foreign investors in 
the United States." While we acknowledge that we are one logical repository for 
pre-acquisition reports, if required, \ve are troubled by the requirement that we 
"consult" with the President in currying out our functions. This requirement would 
thrust us into an area the establishment of national foreign policy in which 
we have no expertise. If reports are to lie required, and if we are to receive 
them, we prefer not to have any nonseeurities policy-making functions vested 
in us.

Second, the Commission might become enmeshed in significant conflicts of 
interest if we are the repository for these pre-acquisition rejiorts and the pres 
ent provisions of the hill, relating to the confidentiality of these reports, are 
maintained. For example, under this bill, the Commission could receive secret, 
but material, information regarding a promised acquisition of equity securities 
of an issuer by a foreign investor while the Commission's staff is simultaneously 
reviewing the adequacy of disclosures in a h'ling relating to a public offering 
of that issuer's securities or relating to corporate actions to be adopted by a 
vote of that issuer's security holders.

Accordingly, the Commission requests that, if the screening provisions of the 
bill are enacted, and the Commission is designated as the repository for the pre- 
acquisition filings, the Commission be authorized io require the publication of 
those reports if we find it necessary in the interests of investors.

ENFORCEMENT POWERS

S. 42"> proposes to amend Section 21 of the Securities Exchange Act by adding 
explicit sanctions loss of voting powers or forcing the sale of any securities 
acquired against foreigners who fail to file a pre-acquisition report with the 
Commission. These sanctions would be enforceable not only by the Commission, 
but by the Attorney General and any record holder of the equity securities of the 
company whose shares are involved. The bill also proposes to make the aiding 
and abetting of any violation of the Securities Exchange Act a specific statutory 
violation, as the federal courts repeatedly have held over the last ten or more 
years.

As I noted earlier, we have been successful in obtaining a variety of equitable 
sanc f ;ons for violations of the provisions of the laws we administer. The specific 
remedies proposed for violations of the screening provisions would, however, lie 
effective deterrents to such violations. But, if the Congress intends to provide 
explicitly for such remedies, we urge that the Subcommittee extend these 
remedies to all other provisions of the Act to which they may be relevant, to 
avoid any confusion about the broad equity powers of the courts under the fed 
eral .securities laws. Naturally, if such a change were made, it would be inap 
propriate, we believe, to extend civil enforcement powers to any entity or 
person other than the Commission and, in appropriate instances, such as cases in 
volving violations of the proposed beneficial ownership reporting requirements, 
the issuing company might be given explicit standing to sue.

Finally, we strongly endorse the provisions of S. 425 making the aiding and 
abetting of a violation of the Securities Exchange Act an explicit violation of 
that Act, although, as I have noted, under the cases construing the Act. aiding 
and abetting has always been deemed to be a violation of the Securities Ex 
change Act.

MEMORANDUM OF TIIK SECURITIES AND EXCHANGE COMMISSION, MARCH 5. lOTfi

INTRODUCTION

As stated in the purposes clause of the bill. R. 425 would amend the Securi 
ties Exchange Act of 10W ("Exchange Act") ' to require notification by foreign 
investors of proposed acquisitions of equity securities of United States com 
panies : to provide notice to the President so that he may take action to pro 
hibit any such acquisition, as appropriate, in the national interest; and to pro 
vide a system by which issuers of securities registered under the Exchange Act

' 15 tJ.S.C. 7Sa, et *eq.
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can maintain a list, to be filed with the Securities and Exchange Commission 
(the "Commission"), stating the names and nationalities of the beneficial own 
ers of their equity securities.

ANALYSIS OF THE BILL

The bill would amend and expand existing Section 13(d) of the Exchange Act 
to require, explicitly, that statements of beneficial ownership of equity securi 
ties (Section 13(d) statements) must include information with respect to the 
lieneficial owner's residence, nationality and financial status. Also, the Section 
13(d) statement w >uld be expanded to require information as to the back 
ground, identity, residence, and nationality of any person, other than the bene 
ficial owner who files the report, who possesses sole or shared authority to exer 
cise the voting rights evidenced by the securities being acquired.

As a means of obtaining information with respect to acquisitions of equity 
securities of 'Tinted States companies" by "foreign investors," as those terms 
are denned in Section 2 of the hill, S. 425 also would require that a Section 
13(d)-type statement be filed confidentially with the Commission 30 days in 
advance of any proposed transaction pursuant to which a foreign investor would 
acquire beneficial ownership of more than ~> percent of a class of any equity 
security of a United States company with more than $1 million of assets. This 
provision would apply regardless of whether the United States company has 
securities registered under the Exchange Act. Once a foreign investor has filed a 
statement with the Commission, the bill states that the Commission shall 
transmit tr-: statement tc .lie President for appropriate action. S.425 also would 
vest authority in the President to prohibit acquisitions by foreign investors as 
he deems appropriate to protect the national security, foreign policy or domestic 
economy of the United States.

The bill also creates a reporting structure pursuant to which certain issuers 
of securities can compile lists of their beneficial owners. Thus, the bill imposes 
an obligation on every holder of record, for another person, of any security de 
scribed in Section 18(d) to, file certain reports with the issuer. The content of 
these reports would be subject to the Commission's rulemaking authority and 
would contain information such as the identity, residence and nationality of the 
beneficial owner of such securities and any person, o.her than the beneficial 
owner, possessing sole or shared authority to exercise the voting rights of the 
securities. To provide necessary information by which the record holder may 
compile the above statement, S. 425 would also impose a series of obligations 
on each other person who stands as an intermediary holder between a record 
holder and the beneficial owner. Each intermediary holder would be required to 
furnish information to tne person who holds for his account, and the information, 
subject to the Commission's rulemaking authority, would describe the identity, 
residence, and nationality of the heneflc'al owner and any other person possessing 
sole or shared voting authority with respect to such securities. Subject to the 
Commission's rulemaking authority, the issuer would be required periodically to 
file with the Commission a list of the beneficial owners of its equity securities.

With respect to the advance notice requirement for acquisitions by foreign 
investors of equity securities of a United States company, S. 425 specifies sanc 
tions and remedies for violations; the Commission, the Attorney General, a 
United States company in which a foreign investor has acquired or proposes to 
acquire an equity security or a holder of record of any equity security of such 
a United States company may bring actions in Federal district court to enjoin 
violations or enforce compliance by the foriegn investor. The bill also states 
that the court may order appropriate relief, including the revocation or suspen 
sion of voting rights of securities acquired by foreign Investors in violation of 
new Section 13(f) and the sale of any securities so acquired.

The bill defines the terms "United States company" and "foreign investor" 
and makes certain other revisions in the Exchange Act definitions of the terms 
"person" and "company."

DESCRIPTION OF THE PRESENT LAWS CONCERNING ACQUISITIONS

Under Section 13(d) as It presently exists, any person, directly or indirectly, 
becoming the beneficial owner of more than five percent of any class of equity 
securities registered with the Commission pursuant to Section 12 of the Exchange 
Act, or any equity security issued by a closed-end investment company, or of 
certain equity securities of insurance companies, must file with the Commission
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and .send to the issuer and each exchange where the security is traded, a state 
ment containing Information specified in the subsection, an well an any additional 
information the Commipxion by rule may pri'noritir. The Commission has adopted 
a form for this punwsp Schedule 131)' to specify the information required 
to be filed. Schedule 13D must be filed within ten days from the date of the 
acquisition.3 The Schedule 13D is required to be amended promptly if any mate 
rial change occurs in the facts set forth in earlier filings.

Under Section 12(i) of the Exchange Act, certain Iwnks and savings and loan 
associations satisfy certain filing requirements under the Exchange Act, includ 
ing the requirements arising pursuant to Section 13(d), by filing specified forms 
with and pursuant to regulations of the Federal Reserve Board, the Comptroller 
of the Currency, the Federal Deposit Insurance Corporation and the Federal 
Home Loan Bank Board. And, pursuant to Public Law 93-495, those agencies 
are generally required to issue regulations substantially similar to those pro 
mulgated by the Commission pursuant to Section 13(d) and other sections of the 
Securities Exchange Act.
AY »  Term* Defiant in .S'. %25

"United Stairs enmpany"
Section 2 of S. 425 defines the term "United States company" to mean any 

corporation, limited partnership or business trust organized in one of the United 
States, its territories or possessions, as well as any other "company" with its 
principal place of business in the United States. Thus, the provisions of the bill 
applicable to United States companies would apply to any corporation, limited 
partnership or business trust organized under the laws of a state, territory or 
possession of the United States, even though the entity's principal place of busi 
ness is elsewhere. Any other "company 1 ' will be subject to the provisions of the 
bill if its principal place of business is in the United States.

The definition of "United States company" might he revised, however, to 
clarify that a business organized or chartered under the laws of the United 
States (as distinguished from "one of tlie United States") is within the definition.

"Foreign inventor"

The bill also adds a new provision to the Exchange Act to define the term 
"foreign investor" as meaning any of the following:

a natural person resident outside the United States; 
a company other thnn a United States company ; 
a foreign government, as described in the bill;
a United States company that is controlled by any person described above ; 

or
two or more persons acting in concert for the purpose of acquiring, hold 

ing, voting, or disposing of securities, at least one of whom is a "foreign" 
person as described above.

To clarify that a "foreign investor" includes a United States company which, 
through several tiers, is controlled by a foreign company, it is suggested that 
proposed Section 3(a) (23) (4) be revised as follows :

"(4) a United States company controlled dirrrtly fir indirectly by a person 
described in paragraph (1), (2), or (3) of this subsection; or".
Amendment to Section 13(d)

Section 3 of S. 425 adds several new disclosure requirements for statements 
regarding equity securities acquisitions subject to Section 13(d).' One of the 
new provisions would require the Schedule 13D to disclose the "residence and 
nationality" of the person acquiring the beneficial ownership. The purpose of this 
ne'V disclosure is to elicit publicly-filed information to identify whether foreign 
interests are involved in the Section 13(d) acquisition, or the Section 14(d) 
tender offer. S. 425 would also amend Section 13(d) to require that the Section

'17 f'FR 240.1M -101; the Schedule 1.1D report Is also required to hf flled In con 
nexion with cash tender offers sublet to Section 14(d) nnd Rule I4rt-1.

 The f'ommisslon's staff Is considering ruli'makinp to clnrlfy the Schedule 13D flllne 
retirements applicable to groups. Tompnre Bath Industries Ine. v Wot. 42fi F. 2d 97 
ff.A. 7. 1970) with OAF Corp. v. tyllstPin, 4r>3 F. 2(1 70!) (f.A. 2. 1!)71>.

'The information requirements proposed to lie added to Section IRi'd) would apply 
both to acquisitions suhject to Section 13fd) and cnsh tender offers subject to Sec 
tion 14(<1).
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13(d) or 14(d) statement include "financial statements (which must be so certi 
fied if required by the Commission) of such person."

Although the Commission believes it already has the authority to require such 
disclosure under present law, we support the inclusion of these provisions in the 
statute, recognizing that the Act vests discretion in the Commission to exclude 
the re]>orting of such information in appropriate cases.

S. 42") also would add a new disclosure item to Section 13(d)(l) to require 
the Section 13 (d) and 14 (d) statements to disclose information as to the voting 
authority for the securities acquired. New Section 13(d)(l)(F) would require 
information as to:

"(F) the number of .shares of such security with respect to which any person 
(other than the beneficial owner) possesses sole or shared authority to exercise 
the voting rights evidenced by such securities and the background, identity, 
residence, and nationality of any such person."

The Commission recommends two changes to clarify the above provision. First, 
it is recognized that Schedule 13I> presently requires information as to all securi 
ties beneficially owned by the person filing the report not just as to the securi 
ties acquired in the specific transaction which caused the five percent threshold 
to lie exceeded. This requirement is reflected in Item 5 of Schedule 13D. 

Second, a revision of the parenthetical phrase, "other than the beneficial owner," 
might he included to clarify that the subject of the parenthetical is intended to 
be the person filing the statement.

To implement, these two recommendations, we suggest the provision be revised 
as follows:

"(F) as to the class of security acquired, the total number of shares of that 
class beneficially owned by the person filing the statement; if any other persona 
possess sole or shared voting rights evidenced by such securities, the background, 
identity, residence and nationality of such other persons."

-VfMj Section 13(f)
The bill would add n new Section 13(f) to the Exchange Act to require a state 

ment to be filed with the Commission .'JO days prior to an acquisition by a for 
eign investor of beneficial ownership of more than five percent, of any equity se 
curity of a United States company which had total assets exceeding $1 million on 
the last day of its most recent whole, fiscal year. The proposed new Section 13 
(f)(l)(A) would apply to proposed acquisitions of equity securities of any 
United States company meeting the $1 million assets test and is not limited to 
issuers with securities registered under Section 12 of the Exchange Act.

The required statement would have to contain the name of the United States 
company, the address of its principal executive officers, and such of the informa 
tion specified in Section I3(d) and such additional information as the Commis 
sion by rule may specify as necessary or appropriate in the public interest or for 
the protection of investors. In calculating the percentage of beneficial ownership, 
proposed new Section 13(f) states that securities held by or for the account of 
the United States company, or a subsidiary that may not vote the securities, shall 
he disregarded. Section 13(f)(l) (B) would require the Commission to transmit 
a copy of the Section 13(f) statement to the President promptly after filing and 
specifies that the statement shall not be disclosed to the public. Proposed Section 
13(f) (1> (C) would instruct the Commission to consult and cooperate with the 
President to assure that its actions are in accordance with the President's powers 
and responsibilities with respect to the activities of foreign investors in the 
United States.

Section 13(f)(2) would authorize the President, by order, within the 30-day 
period, to prohibit the proposed acquisition if he deems it appropriate for the 
national security, to further the foreign policy, or to protect the domestic economy 
of the United States. The section would require that the President's actions he 
taken pursuant to rules and regulations prescribed by him. to include a prompt no-

'' Item f> require* a statement of the number of shares of the security which are bene 
I'cinlly owned, find the number of shares oonoerrlni,' which there Is a rlcht to uorjiilre. 
directly or Indirectly, by (1) such persons, and (11» each associate of such person. Also, 
tnfnrmntton Is required us to fill transactions In tin- subleet class of seouritv durlnc the 
pnst fin days by the person filing the statement and by Its subsidiaries nml their officers, 
direr-tors and affiliated persons.

" Since beneficial ownership would encompass voting rights, including shared voting 
richts. this provision might require reports hy more than one person with respect to the 
s,"; me securities.
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tier of imy exercise of such authority accompanied liy a written statement of the 
reasons for his actions.

N'evv Section l.'l(l') is inteii(le<l to give tlie President notice of situations in 
which foreign investors propose to acquire more than 5 percent of any equity 
securities of certain Tinted States companies. These notice provisions would not 
apply if a foreign investor were acquiring all or a portion of the assets of the 
specified I'nitcd States company, nor if a foreign investor were acquiring a debt 
interest in such company. In both of these situations, the foreign investor may lie 
acquiring control of the business of a t'nited States company, yet the transaction^ 
would lie outside the reporting requirements of proposed Section 13(f) (1) (A)* 
and the Presidential authority of proposed Section l.'i(f) (2).

I'roposed Section 13(f) also would apply to situations in which a United 
States company undertakes directly to sell more than 5 percent of its equity se 
curities to a foreign investor. Viewed in this light, the provision may serve as a 
depressant on the ability of Tinted States companies to raise needed capital 
through sales of securities.

While the Commission recognizes that the above issues on Section 13(f) in 
volve policy questions to lie resolved by ('(ingress, we are concerned that our 
responsibilities under Section 13 (f I may interfere with, and in some instances be 
contrary to our obligations under other provisions of the Federal securities laws. 
For example, having a Section 13(f) statement filed with the Commission but not 
disclosed to the public could create difficulties in situations in which, for example, 
the Coni.nission is considering a request for acceleration of a registration state 
ment under the Securities Act of If>.'i3 for the issuer involved.* Also, Section 
l.'i(f) specifies that the ('oniinissioii shall require that the Section 13(f) state 
ment contain information "necessary or appropriate in the public interest or for 
the protection of investors" but the Commission is also responsible to the Presi 
dent to consult and coojierate to assure that Commission actions are "in accord 
ance with the President's powers and responsibilities with respect to the activities 
of ffirciyn investors in the I'nitwl States" (emiibasis added). These standards are 
 not parallel and in certain situations may contradict one another.

As to more technical comments on Section l.'Uf). we note the following points :
(1) Since the section applies to all I'nited States companies meeting the

assets test, consideration might he given to the inclusion of a provision relating
the scope of Section 13(f) to the interstate commerce clause and other jurisdie-
tiomil means specified in Section 12 of the Exchange Act;

CJ I It is not clear whether the term "acquire" is intended to apply to passive 
or involuntary acquisitions such as exchanges of securities in mergers, inherit 
ances, stock dividends, conversions of securities, and rights offerings.

(.'5l It is unclear why a foreign investor should file a statement containing the 
''mime of T'nited States company ittttl the ntlilrr.ix ftf itx principal executive 
fifficrr.i". unless the term "offices" is intended in lieu of "officers."

(4 I The imposition of the requirement of this subsection and the remainder 
of this section on non-resident citizens who are defined as "foreign investors" 
would appear to make this provision vulnerable to attack under the due process 
clause of the Fifth Amendment, especially in the absence of a clearly indicated 
and defined purpose for the discrimination premised on the national interest.

(5) This subsection implies that if the President does not act within the 30- 
day period, the promised acquisition would be deemed approved. If such is the case, 
perhaps a sentence to that effect should be included in the statute.

The Commission requests that, if the screening provisions of the bill are 
enacted, and the Commission is designated as the repository for the pre-acquisi- 
tion filings, the Commission be authorized to require the publication of those re 
ports if we find it necessary in the interests of investors.

\ftr Krction t//(y)
The bill adds a new Section 1-1 (g) to the Exchange Act to establish a system 

by which beneficial ownership of an issuer's securities may be determined. I'nder 
Section 14(g) (1 ) (A). every record holder of any securitv of a class described

7 1'nder Section s of the Securities Act. the Commission may accelerate the effective 
(bite of :i rek'istrntion statement :

havintr dm- reu'ard to thp adequacy of Information respecting the issuer theretofore 
avatlnhle to the public, to the facility with which the nnture of tho securities to he 
rc-ciMtered. their relationship to the capital stmrtiire of the issuer and the riehts of 
holders thereof can be understood, and to the nuhllc interest and the protection of 
investors.
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in Section 13(<1) (1) is required to file reports with the issuer reflecting informa 
tion as to the identity, residence and nationality of the licneticial owner of .such 
securities, and any person (other than the licneticial owner) possessing sole or 
shared authority Ui exercise the voting rights evidenced liy the securities. When 
beneficial ownership is several steps or more removed from the record holder, 
Section 14(g)(1) (Bj requires every person for whom a second person is hold 
ing any such security who, in turn, is holding such securities for the account of 
a third person, to file reports with such second person containing essentially the 
same information described above. The bill gives the Commission ruleinaking 
authority to specify the precise information to be furnished to the issuer and 
to intermediate holders. The hill requires the issuer to file a list of its beneficial 
owners with the Comnussion in such form and at such times as the Commission 
liy rule muy prescribe, hut in no event shall the list lie field less frequently than 
annually or more frequently than quarterly. Section 14(g) applies to any secu 
rity of a class described in Section lo(d) (\ ), which includes :

any equity security of a class which is registered pursuant to Section 12 of 
this title, or any equity security of an insurance company which would 
have been required to be so registered except for the exemption contained 
in Section 12lg)(2)«;) of this title, or any eqviity security issued by a 
closed-end investment company . . .

As presently drafted, proposed Section 14(g) on its face may result in a dis 
closure hiatus UN to persons who are both record and beneficial owners. All sub 
stantive provisions of Section 14(g) which impose disclosure obligations on 
record holders apply only when the record holder i.s holding the security "for 
the account of another person" or when he is an intermediary hiding the securi 
ties "for the account of n third person." If u person holding less than five per 
cent of the securities in issue is both a record holder and beneficial owner of 
those securities, Section 14(g) imjxiscs no disclosure obligation on him to so 
advise the issuer. In this respect, the provision is workable as drafted only if the 
issuer may assume in the preparation of its report to lie filed with the Com 
mission, that each record holder is the beneficial owner, unless the issuer receives 
a report from the record holder to the contrary. However, even on that assump 
tion, there would be no provision for disclosure of the nationality or residence 
of the record/beneficial owner.

More importantly, we are concerned about the substantial Mists that would 
be imposed on brokerage firms, banks, trust companies and, especially, transfer 
agents, as well as the issuing companies, if th" precise provisions of S. 425 
were enacted, since the bill would apply to all beneficial owners even the owner 
of one share of common sick. The burden of receiving so much material would 
also be severe on the Commission. Computer print-outs of stock records of widely- 
held companies can easily fill a large file drawer. It is not unusual for a large 
company to have over 100,000 record holders of its common stock. AT&T has 
millions. So much data is too expensive to collect and is more information than 
anyone can effectively and properly us'e.

If the intention of this section of the bill is to elicit significant information 
regarding beneficial owners, the Congress should consider less burdensome, 
alternative means of accomplishing this goal. At the very least, the disclosure 
in filings should be limited, jierhaps to the 20 or 30 largest holders, or any holder 
of more than some percentage such MS 2 percent or 1 ix'rcent.

The problem in obtaining meaningful disclosure of stock ownership has always 
been record ownership by fiduciaries who feel constrained by law or custom or 
good business practice, from their point of view, to decline to disclose the identi 
ties of the persons for whom they hold the stock, except in response to legal 
process. Foreign fiduciaries, in many cases, will not even recognize our legal 
process for this purpose. Most fiduciaries will disclose the extent to which they 
have the power to vote shares held in their nnme or the names of their nominees, 
hut not the identity of any other person who holds the power solely or jointly 
with the fiduciary.

The idea of requiring fiduciaries to disclose their beneficiaries, or at least 
those beneficiaries with voting power, on a regular basis for public filings raises 
other considerations that must be carefully weighed. One Is the long-standing 
tradition and policy in our law of protecting the privacy of private trusts. Com 
pelling the public disclosure of the portfolios of private trusts even if only to 
the extent thnt they hold equity securities of publicly-owned T'.S. companies for 
which the beneficiaries hold the voting power i» a fundamental departure from 
our settled norms. Of course, we have long since made this departure where the

58-52? O - 15 - 11
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beneficiary is a rejiorting person under Section 1C of the Securities Exchange 
Act or is otherwise a control person, or affiliate, of the portfolio company, but \ve 
are now considering a more drastic and far-reaching departure.

One approach might be to require such disclosure only when the shares con 
stitute more than a specified percentage of the outstanding shares, hut making 
the percentage much lower than 10 percent or even f> percent. One and two 
percent have been suggested. The theory, then, would he that an investor can 
preserve privacy through a personal trust and yet retain voting power so long 
as he keeps his positions in publicly owned companies insignificant in terms of 
voting strength. Above that, public policy favoring disclosure will prevail over 
that favoring the privacy of personal investments.

Another consideration is one of competitive fairness among fiduciaries  
broker-dealers find trust companies and I'.K. and foreign hanks. The foreign part 
of the problem is not just one of even application of the law as written, but also 
as enforced. This Subcommittee is familiar with our long, and so far futile, 
efforts to comjiel disclosure of bank customers in some countries, even for pur 
poses of criminal investigation. Here, S. 425 offers a device that might do the 
job, namely, the disenfranchisement of the stock. S. 425. as presently drafted, 
would employ this device only for violations of the screening provisions, hut it 
might also he used to obtain disclosure, both foreign and domestic.

These proposals, although well-motivated, appear to he too all-encompassing 
for any reasonah'o use, and therefore should he revised. We are not yet prepared 
to recommend specific legislation to do this, although \ve hone to be soon, after 
we have reviewed our voluminous hearing record.
Itrninlirx nnil Enforcement Prnrixitrna

Section 5 of S. 425 amends Section 21 of the Exchange Act to state that the 
Commission, the Attorney General, a I'nited States company in which a foreign 
investor has acquired or proposes to acquire an equity security, or a holder of 
record of any equity security of such a I'nited States- company, may bring an 
action in a district court of the I'nited States to enjoin a foreign investor from 
violating or to enforce compliance by such foreign investor with the provisions 
of Section 13(f). In lieu of I'nited States district courts, action may also be 
hrri'iglit in a court of general jurisdiction, however, designated, in any plc.ce, 
other than a State, under the jurisdiction of the T'nited States. On proper show 
ings, the court shall grant appropriate relief in the form of restraining orders 
and injunctions and orders to enforce compliance. Also, the bill states that the 
court may order the revocation or suspension for any specified period of the 
voting rights evidenced by the securities acquired by the foreign investor in 
violation of Section 13(f), nml the sale of any securities so acquired. The bill 
would also arid a new Section 21 (h) to state that it is unlawful, for purposes of 
Sections 21(e). (f) and (g). for any person to cause, command, induce, procure 
or give substantial assistance to the commission of an act or practice constituting 
a violation of the Exchange Act.

Section 6 of S. 425 adds a provision to Section 32 of the Exchange Act to 
specify a penalty of $1,000 per day against any foreign investor who fails to 
file a statement required under Section 13(f).

We have been successful in obtaining a variety of equitable sanctions for vio 
lations of the provisions of the laws we administer. The specific remedies proposed 
for violations of the screening provisions would, however, he effective deterrents 
to such violations. But, if the Congress intends to provide explicitly for such 
remedies, we urge that the Subcommittee extend these remedies to all other pro 
visions of the Act to which they may he relevant, to avoid any confusion about 
the broad equity powers of the courts under the federal securities laws. Naturally, 
if such a change were made, it. would be inappropriate, we believe, to extend 
civil enforcement powers to any entity or person other than the Commission, and, 
in appropriate instances, such as rn.ses involving violations of the proposed bene 
ficial ownership reporting requirements, the issuing company might be given 
explicit standing to sue.

Finally, we strongly endorse the provisions of S. 425 making the aiding and 
abetting of a violation of the Exchange Act an explicit violation of that Act, 
although under the cases construing the Act, aiding and abetting has always been 
deemed to he a violation.

Senator STKVK.VSOX. We have one inorp, witness. Our next witness, 
T am told, is not here yet. He is about toarriv". We will have to recess 
temporarily.
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[Whereupon, a short recess was taken.]
Senator STKVKNSON. The meeting of the subcommittee will come 

back co order.
Our final witness is Mr. Antonin Scalia, Assistant Attorney General, 

Office of Ix'gal Counsel. Department of Justice.
Mr. .Scalia, you are welcome to either read, or if you prefer in the 

interest of saving time, to condense this statement. I would be glad to 
enter it into the record.

STATEMENT OF ANTONIN SCALIA, ASSISTANT ATTORNEY GEN 
ERAL, OFFICE OF LEGAL COUNSEL, DEPARTMENT OF JUSTICE, 
ACCOMPANIED BY DAVID MARBLESTONE, STAFF ATTORNEY

Mr. SC.U-IA. That's fine.
Senator, I have with me David Marblestone. He, is a staff attorney 

in the Office of I>egal Counsel.
I want to apologize for not being here when the last witness finished, 

but I kept in touch with your staff, and I was told that 1 o'clock would 
be the, time.

Senator STKVKNSOV. I am grateful for your presence.
Mr. SCAI.IA. If you are agreeable. I will skip over that portion of 

my testimony which deals with the existing state of the law with 
respect to civil rights and the, antitrust. That is testimony that I have 
given in other hearings. And I will leave that to you and your subcom 
mittee members to re/ad.

Senator STF.VKNSOX. Fine. The full statement will be entered into the 
record.

Mr. SfAMA. I would like, to move, directly, then, to an analysis of 
the two pieces of legislation which the committee asked the Justice 
Department to comment upon. First of all, amendment No. 24 to S. 425.

Although my purpose in this testimony is not to discuss the bill in its 
entirety, I think I have, to lay a little, bit of background so that the 
amendment can l>e understood. S. 425 would amend the Securities and 
Exchange Act of 19H4. Section 3(a) of the bill would add to section 
l.'i of the act a requirement that any person who, after acquiring  
registered cr|uity securities of a U.S. company, owns more than 5 per 
cent of any class of such securities must file with the Securities and 
Exchange, Commission a statement setting forth, inter alia, the person's 
nationality. I'lider section 3(b) of the bill, it would be, unlawful for 
any foreign investor to acquire equity securities of a U.S. company if, 
after the acquisition, the investor would own more than 5 percent of 
any class, unless the investor notifies the SEC of the proposed acqui 
sition at least .'SO days in advance. The bill further provides that, within 
HO days of such notice, the President is authorized to prohibit the pro 
posed acquisition for reasons of national security, foreign policy or 
protection of the (".8. economy.

Turning now to amendment No. 24: This would add to the bill a 
provision stating that the President shall prohibit the acquisition if 
he determines that within 1 year of the filing of the notice, the, foreign 
investor seeking the acquisition iias engaged in any of the following 
types of conduct:

(A) Causing, or attempting to cause, any person other than a 
person of the investor's country not to do business with, or otherwise 
to discriminate against, any U.S. company because of the latter's sup-
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port, for a dealings with (i) any foreign government with -which the 
United States hasp diplomatic relations or (ii) any person resident in 
or dealing with any country with whose government the. United States 
has diplomatic relations.

(B) Pausing, or attempting to cause, any U.S. company with respect 
to its business in any country with limited exceptions not to do busi 
ness with, or otherwise discriminate, against, any person with limited 
exceptions because of such person's support for or dealings with (i) 
any foreign government, with which the United States has diplomatic 
relations or (ii) any person resident in or dealing with any country 
with whose, government the United States has diplomatic relations.

The, amendment importantly would also add a provision authorizing 
the SEC. the Attorney General or any aggrieved person to bring a 
divestiture action against a foreign investor, owning more than 5 per 
cent of any class of equity securities of a U.S. company, which causes 
the company to engage in the type of conduct described above.

Let me note, at the outset that the Department of Justice is opposed 
to amendment No. 24. Our opposition goes to the basic concept of the 
amendment, as well as to its language or technical aspects.

T presume, to begin with, that the amendment would not mandate 
Presidential denial of an acquisition in any case. For although it states 
tluit the President "shall prohibit," this prescription applies only "if 
he determines" that certain facts exist; and there is no requirement 
that such a determination be made in any circumstance. It is up to the 
President, apparently, to decide when suspicion of such prohibited 
activities is sufficient to warrant further investigation, and whether, 
such investigation having been completed, the requisite determina 
tion, for factual or policy reasons, ought not to be made. If, at least, 
it is the intent of the drafters of this provision to mandate Presidential 
action, different language should be used. We would opopse such a 
change, since in our view any matter such as this, involving sigriifi- 
i-snt foreign policy ramifications, should not he treated on a categorical, 
inflexible basis, but should enable consideration of the innumerable 
relevant factors, in the exercise of Presidential discretion. Tins is the 
approach taken by the other provisions of S. 425, and we think it no 
less valid here. For purposes of the prohibitions which the amendment 
imposes, it is simply unrealistic to treat all nations with whom we 
happen to have diplomatic relations or with whom the boycotting 
country has diplomatic relations as equivalent, and all situations in 
which thf boycotting practice may arise as alike.

Of course, the reasons just recited against rendering the Presidential 
notion portion of the amendment mandatory argue for opposing en 
tirely that portion of the amendment which gives a cause of action to 
private citizens or to the Commission which, with respect to such 
action, would apparently not he subject to the direction of the Presi 
dent to require divestiture. Once again, it makes no sense to treat 
all foreign countries which we recognize and all economic pressures 
of this sort as invariably the same. In the light of our overall foreign 
policy and the many subtle considerations affecting our diplomatic in 
terests, it must be, left to fhe President if any restrictions of this sort 
are desirable to apply them selectively where necessary.

A major problem with the present proposal is the vagueness and 
complexity of the provisions of the amendment. This can be illustrated
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by describing, through direct quotes from the amendment, one type of 
proscribed conduct: Acquisition by a foreign investor could be pre 
vented if, within the pertinent period 

Any person controlling * * * such foreign investor has, directly or indi 
rectly » * « attempted * * * to cause * * * any United States company with 
respect to its business in any country *     to subject to economic loss * * * 
any person * *   in order to deter such person * * * from, directly or indirectly, 
supporting * * * any person resident or operating in * * * any country with 
whose government the United States has diplomatic relations.

Comprehending such a statute would be difficult even for the persons 
responsible for enforcing it, not to mention the foreign investors who 
would he bound by it. The problem is not, I think, merely imprecision 
or inexactitude of language, which could be remedied. Rather, the very 
relationships, motives and effects that are sought to he addressed are 
so subtle, so variable, so easily confused with or mistaken for other 
phenomena, that any attempt to reach them and only them by legisla 
tive language seems doomed to failure. It is not a practically much 
less a theoretically satisfactory answer to say that the Government 
would only choose to invoke, the vague provisions in those cases which 
do exemplify the evils we seek to avoid. The matter is not within the 
control of the Government alone, since divestiture actions by private 
parties would he authorized. It is entirely predictable that unavoidably 
broad language would lead to a considerable volume of vexatious 
litigation.

Related to the problem of vagueness is the matter of overbreadth. 
1 will explain shortly why we do not consider the amendment to be 
an appropriate response to the Arab boycott. However, the broad 
terms of the amendment go far beyond the Arab boycott.

For example, paragraph (A) relating to discrimination against a 
U.S. company would encompass the following hypothetical situation: 

A Greek company advises a Canadian subsidiary not to do busi 
ness with a U.S. firm because the U.S. firm is selling arms to the 
Government of Turkey.

The issue here is not whether such conduct on the part of the Greek 
company is desirable. The issue is whether such conduct should make 
it impossible for the, Greek company to make any substantial invest 
ment in the securities of U.S. companies. We see no proper basis for 
categorically imposing such a sanction, a sanction that in most cases 
would be completely unrelated to the, underlying conduct in the 
hypothetical, the advice of the Canadian subsidiary. That is, I think, 
the principal point: The punishment does not fit the crime. In the 
context of the Arab boycott, it may seem plausible that a company 
which has acted in this fashion once will do so repeatedly. That is sim 
ply not the case, however, with respect to most of the situations which 
the provision will cover so that the sanction of possible prevention of 
investment and of mandatory divestiture is vastly disproportionate, if 
indeed any sanction is desirable at all.

The same kind of problem is presented by paragraph (B), which 
pertains to a foreign investor which has caused a U.S. com].any to 
discriminate. This provision would apply, for example, to the follow 
ing situation :

A Swiss manufacturer of watches seeks to prevent a U.S. whole 
saler from dealing with n Mexican retailer because the retailer
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sells watches manufactured by a Mexican firm. The reason for the 
action of the Swiss company is that the Mexican manufacturer 
lias improperly used the trademark of the Swiss company. 

The point which I wish to make here is that the amendment's sanc- 
tions would apply even though the basis for the discrimination was 
immoral or even illegal conduct on the part of the ultimate object of 
the discrimination.

Of course, it should be apparent that this legislation would impose 
upon foreign investors restrictions which we do not place upon our 
own citizens. Such differentiation is not always inappropriate, but one 
wonders whether in this instance the results can l)c supported. 

Consider, for example, the following hypothetical situation:
A Canadian investor owns more than 0 percent of the shares of 

a C.S. corporation that manufactures photographic equipment. 
A group of Amcncan shareholders op%)oscd to the racial policies 
of the Government of South Africa, seeks to terminate the cor 
poration's dealings with a South African firm which provides 
substantial support to the Government of South Africa. This 
action on the part of the American shareholders is entirely per 
missible. Hut should the Canadian investor join the effort, he 
would be vulnerable to a divestiture suit, whether or not the effort 
succeeds.

Heyond being inconsistent with our domestic treatment of our 
own investors, the present proposal is inconsistent with the standard 
of behavior which we have set for American investors abroad. Not 
only do we permit American investors abroad to engage in conduct 
which, if performed by foreigners in this country, would violate this 
bill; but some circumstances we positively require it. The Foreign 
Assets Control Regulations. 31 CFK niKUOl-^XI.SOl), issued by the 
Treasury Department under the Trading with the Enemy Act restrict 
transactions with certain countries by American-controlled foreign 
firms. The nature of these restrictions is such that if foreign investors 
were to observe within the ("nitcd States similar restrictions imposed 
by their governments (with respect to countries with whose govern 
ments we have diplomatic relations) they would Ix- in violation of 
paragraph (It) of the present bill. It is surely strange to prohibit on 
the part of foreign investors in the I "nitcd States action which we not 
only permit, but requires on t!ie part of American investors abroad. 
Which suggests a fuithcr point: lx*fore we put forward the provisions 
of the present bill as a new standard of Iwhavior for foreign invest 
ment, we had best consider carefully whether that new standard if 
generally adopted would hurt anyone more than ourselves. T suspect 
it would not.

While producing nil these untoward side effects, the proposed bill 
\\ill in fact not reach the most effective manifestations of the Arab 
boycott. Hy reason of the parenthetical exceptions in Imth paragraph 
(A) and par tgranh (H) of the additions to section l'*(f )  the follow 
ing would not h( included within the categorv of prohibited activity: 
Aral) Government direct pressure (through stock ownership or other 
wise) upon T\S. companies to cease doing business in Tsracl: Arab 
Government and Arab business pressure upon businesses in Arab 
countries not to trade with American companies that support Israel. 

Frankly, however, what concents me more than the fact that the
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present hill would not reach all significant manifestations of the Arab 
boycott is the fact that \ve have no real assurance of what its effect 
will be, with respect to those boycott activities it does reach. It seems 
to me unwise to enact legislation of this soil without such assurance. 
Sometimes, to lx> sure, we find certain activities so inherently repug 
nant that we may be willing to move against them with minimal 
regard for the practical consequences. This is the case, for example. 
with respect to certain racial or religious discrimination which is 
alleged to have, accompanied the Arab boycott. But the sort of dis 
crimination which this bill addres-'''" !.; »I,M within that inhere) tly 
repugnant category as is sufficiently indicated by the fact that our 
laws not only permit, but sometimes require our ovn citizens to en 
gage in similar activities abroad.

The test of the desirability of the present legislation, therefore, 
must be its desirable practical consequences. Though I will leave more 
intensive discussion of that issue to those agencies such as Department 
of Commerce which have special expertise in the field, I may simply 
note that we are unaware of any careful examination which would 
demonstrate that these provisions will result in a relaxation of the 
Arab boycott rather than the mere withdrawal of Arab investment 
from the United States economy.

I move now to consideration of S. 953. This bill would amend the 
Export Administration Act of K)f>0, as amended, in several respects.

1. At present, subsection 3(5) of the act's policy section, 50 U.S.C. A. 
App. 2402 (5), provides as follows:

(5) Tt is the policy of the United States (A) to oppose restric 
tive trade practices or boycotts fostered or imposed by foreign 
countries against other countries friendly to the United States, 
(B) to encourage and request domestic, concerns engaged in ... 
[exporting] to refuse, to take any action, including the furnish 
ing of information or the signing of agreements, which has the 
effect of furthering or supporting   .   [such] restrictive trade 
practices or boycotts . . . , and (C) to foster international coopera 
tion and the development of international rules and institutions 
to assure reasonable access to world supplies.

Section 1 of the present bill would amend the foregoing provision 
so that it would refer to restrictive trade practices and boycotts 
imposed against "United States concerns and other countries friendly 
to the United States." Addition of the reference to "United States 
concerns" seems unobjectionable, but it obviously adds nothing to the 
powers which can he applied against the Arab boycott which, in all 
its aspects, is avowedly directed against Israel.

2. The present section 4(b) (1) of the act provides that to effectuate 
the policies set forth in section 3 of the act, the President may prohibit 
or curtail exports from the United States, except under rules and regu 
lations prescribed by the President. This paragraph further provides 
that the rules and regulations shall require that all domestic concerns 
receiving requests for the, furnishing of information or the. signing 
of an agreement of the type specified in section 3(5) must report the 
requests to the Secretary of Commerce "for such action as he may 
deem appropriate to curry out the purposes of ... [section 3(5)]." 
By section 2 of the present bill, that provision would lie amended 
to direct that the regulations require any domestic concern receiving
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a request for boycott information, et cetera, to report to the Secretary 
of Commerce the fact of the request and in addition "any other infor- 
! nation which the Secretary may require regarding such request and 
intended compliance therewith." Further, the bill would substitute 
for the present language concerning post-report action by the Secre 
tary the following:

For such action as the President may deem appropriate to 
carry out the policy of ... [section 3(5) J, including the curtail 
ment by any TTnited States concern of exports to, investments in, 
or any other economic transactions with countries which impose 
boycotts or engaire in restrictive trade practices as specified in ... 
[section 3 (5)]".

The Department of Justice opposes section 2 of the bill on the ground 
that it is unnecessary.

As noted above, one effect of the bill would be to describe in more de 
tail the kind of information which the Secretary of Commerce could 
require. If our understanding of the bill is correct, however, it would 
not mandate that the Secretary require information on intended com 
pliance with a request for information, but would merely give him 
express authority to require it.

The current regulation of the Secretary of Commerce does not re- 
ouire the U.S. exporter to state whether it intends to comply with 
the request for boycott information. But it is in our view clear that 
the present statute authorizes the Secretary to make the furnishing 
of such information mandatory. Whether or not it should be required 
is within the discretion of the Secretary, and the existence of such 
discretion would not be altered by S. 953.

In that respect, therefore, I do not see tr -' the bill makes any change. 
The other main aspect of section 2 of the bill relates to the kind of 

action which may be taken by the executive branch upon learning of a 
request for boycott-type information. Here also, it does not appear 
that the bill would expand existing authority. The Export Adminis 
tration Act itself already grants the President authority to effectuate 
the policies of the act by prohibiting or curtailing exports. The power 
to curtail investments by U.S. concerns in foreign countries or other 
economic transactions M-ith foreign countries is provided by the Trad 
ing with the Enemy Act. In view ot the foregoing provisions, there 
would seem to be no need ro add to the Export Administration Act the 
more detailed language regarding steps which may be taken by the 
President.

As you must be aware, serious foreign policy costs will attend any 
legislative action with respect to the. Arab boycott. Perhaps the most 
important of them is the danger that the United States will be regarded 
as adopting an anti-Arab international policy at a time when we are 
trying to mediate a lasting peace in the Middle East. It is hardlv 
worthwhile to undergo this risk for the purpose of enacting a piece of 
legislation which is fact has no significant practical effect. For this 
reason, the Department of Justice cannot support adoption of S. 953. 

Mr. Chairman, that concludes my statement. I would be glad to re 
spond to any questions you may have.

[The complete statement of Mr. Scalia and an additional letter 
subsequently received for the record follow:]



165

TESTIMONY OF ANTONIN SCALIA, ASSISTANT ATTORNEY GENERAL, OFFICE OF 
LEGAL COUNSEL

Mr. Chairman and Membe.a of the Subcommittee: I am pleaRed to present the 
views of the Departent of Justice regarding two of the measures which are tl < 
subject of these hearings, Amendment No. 24 to S. 425, and 8. 953. In accord 
with your request, I will begin with a discussion of Federal civil rights and 
antitrust laws which may bear upon the matters which prompt these proposals  
that is, Arab sanctions against persons thought to be associated, in various ways, 
with Israel.

CIVIL BIOHT8 LAWS

For purposes of this discussion, civil rights problems which may result from 
the "Arab boycott" can be divided into three categories: discrimination in em 
ployment discrimination in the selection of suppliers or contractors, and dis 
crimination in the treatment of customers.

Discrimination in employment.—The Federal Government Is prohibited from 
discriminating in employment on the basis of race, religion or sex by the Con 
stitution itself. In furtherance of this constitutional principle, Executive Order 
11478 explicitly prohibits discrimination in the employment practices of Federal 
agencies and ciiarges the Civil Service Commission with responsibility for enforce 
ment of the prohibition. In 1972, discrimination in employment practices of 
Federal agencies was made unlawful by statute through the addition of | 717 to 
Title VII of the Civil Rights Act of 1964. Enforcement of § 717 rests with each 
agency, with respect to its own employees, with oversight responsibility in the 
Civil Service Commission. It should be noted that both Executive Order 11478 
and § 717 of Title VII specify that they are not applicable to "aliens employed 
outside the limits of the United States." The implication of this is that they 
do apply to United States citizens employed throughout the world.

With respect to discrimination in employment by private companies and in 
dividuals, Title VII of the 1964 Civil Rights Act, as amended, prohibits a 
broad range of "unlawful employment practices" by any private employer "en 
gaged in an industry affecting commerce who has fifteen or more employees." 
The prohibited practices include refusal to hire an individual, or any discrim 
ination regarding the terms or conditions of his employment, based on race, 
color, religion, sex or national origin. Once again the statue contains an exemp 
tion "with respect to the employment of aliens outside any State," which Im 
plies that it is applicable to the employment of United States citizens by covered 
employers anywhere in the world. Prior to March 1974, the Department of 
Justice had civil enforcement responsibility with respect to this legislation, but 
it is now lodged in the Equal Employment Opportunity Commission.

In addition to Title VII, there are special restrictions upon discrimination in 
the employment practices of persons who hold contracts with the Federal Gov 
ernment or perform federally assisted construction. Executive Order 11246 for 
bids such employers to discriminate on the basis of race, color, religion, sex, or 
national origin. Responsibility for securing compliance with the Executive order 
belongs to the various contracting agencies, subject to the overall authority of 
the Secretary of Labor. Sanctions include the bringing of lawsuits by the Depart 
ment of Justice, upon referral by the agency, to enforce the nondistcrlmination 
requirements. It should be noted that the order permits the Secretary of Labor 
to exempt classes of contracts which involve "work ... to be ... performed 
outside the United States and no recruitment of workers within the limits of 
the United States." The clear implication is that, in general, contracts to be 
performed abroad are covered.

While Title VII and Eexecutive Order 11246 contain the principal Federal 
restrictions upon discrimination in private employment, some agencies have 
issued regulations, based upon their particular statutes, concerning employment 
practices of federally regulated or assisted entities See, for example, the regula 
tion of the Federal Communications Commission, 47 CFR i 21.307.

Dincriminntifin in selection of crmtrar.tnrx.—Title VII and the Executive order 
discussed above relate only to "employment." They do not prohibit discrimina 
tion In the selection of suppliers or subcontracts: nor does any other gen 
erally applicable Federal statute or Executive order. * With respect to the procure-

1 42 tl.a.C. 1981 has been held by the Supreme Court to prohibit racial discrimination 
in private employment. Johnson v. Railiray Exfrtft Aaencit, Inc., 41 Law Wejw 4623 
(Nfay 19, 1975). and Is losrlcullv extendlhle to racial discrimination in other areas of 
contract. See, e.g., UcCrary 7. Rvnyon, No. 73-2348. 4th Clr. (Apr. 15. 1975) (private 
school).
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ment practices -if Federal agencies, the Constitution would presumably prohibit 
any discrimination, even as between contractors, on the basis of race, color, 
religion or national origin. With respect to the contracting pratires of private 
firms, however, the Federal civil rights laws impose no constraints which would 
he applicable to the present situation.

Dinfr minntirm in the '""ntmi-nt of ciiHtomern.—There are no generally rnpli- 
cable Federal civil rights laws which prohibit discriminatory refusal to ueal 
with a particular customer. * The closest approach to a broad Federal proscrip 
tion is Title VI of the 19G4 Civil Rights Act, which prohibits the recipients of 
Federal granis from discriminating against the intended beneficiaries of fed 
erally assisted programs on the ground of race, color or national origin for 
example, such discrimination by private hospitals which receive Federal money. 
Some civil rights stautes do Impose restrictions, unconnected with the receipt of 
Federal money, upon particular areas of commerce for example, Title II of 
the 1964 Civil Rights Act, relating to public accommodations, and Title VIII of 
the 1968 Civil Rights Act, relating to housing. There Ere, however, numerous State 
laws which impose more general restrictions.

To summarize: The matter of employment discrimination on the part of pri 
vate individuals or companies is the subject of a broad Federal statute and 
also of an Executive order with wide applications. Responsibility for over 
seeing enforcement of these laws rests with agencies other than the Depart 
ment of Justice. With limited exceptions, none of which have significant applica 
tion to the present problem. Federal civil rights laws do not prohibit private 
discrimination in the selection of contractors or the treatment of customers.

FEDERAL ANTITRUST LAWS

The only Federal antitrust statute having significant application to the subject 
we are discussing Is the Sherman Act, which makes illegal "every contract, com 
bination ... or conspiracy In restraint of trade or commerce among the several 
States, or with foreign nations." Judicial Interpretation has read "restraint of 
trade" to mean "unreasonable restraint of trade," with reasonableness to be de 
termined on the basis of common law principles and subsequent court elaboration.

The primary boycott of Israel by the Aral) countries is not a matter which 
directly affects United States commerce or is cognizable under our antitrust laws. 
It is the secondary boycott we are here concerned with, that is, the boycott by the 
Arab countries of I'nited States businesses which provide certain economic ad 
vantages1 to Israel. Let me discuss first what I might call the "core boycott"  
namely, the agreement among the Arab nations and (let us assume) independent 
Aru'u hn«inesses to refrain from dealing with certain United States companies.

An agreement between commercial firms doing business in the United States to 
boycott another firm in this country would constitute a traditional form of re- 
sraint of trade, and ordinarily would fall within the category of conduct illegal 
per se under the Sherman Act. There are, however, some special features about 
the present case. Perhaps most important Is the distinctive purpose of the boy 
cott, which is not the usual one of acquiring commercial advantage. The boycott 
is essentially a phenomenon of International politics, and that fact is relevant in 
determining its "reasonableness" under the Sherman Act. Second, there is a ques 
tion whether the impact upon United States trade of a boycott of this sort, which 
in effect requires an American company to choose 'uetween certain types of busi 
ness relations with Israel or dealings with the Arab countries, is so certain or 
severe as to justify application of the per se rule of illegality applied domestically.

There are some special legal considerations raised by the governmental char 
acter and the nationality of the boycotting parties. In general, as a matter of 
International law and praci'ce, a sovereign state cannot he made a defendant in 
the courts of another sovereign. This doctrine only applied with respect to the 
"public or political" acts of a state and not with respect to its "private or com 
mercial" acts; but there is at least some question as to which category the Arab 
boycott occupies. Another principle of international law is the so-called "act of 
state doctrine," which holds that our courts will not, examine the validity of acts 
of a foreign sovereign performed within its own territory. If applied to the pr^s 
ent problem, it would insulate from our antitrust laws many of the boycott ao'.ivi- 
ties undertaken by the Arab states themselves. Finally, the doctrine of foreign 
governmental compulsion provides that a defendant (whether a sovereign or a

2 SPC Footnote 1. *upra.
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private Individual or corporation) will not ordinarily be subject to sanction In 
one Jurisdiction for acts performed In another jurisdiction under pain of sanction 
by the latter. Application of this principle could exclude from liability even non 
governmental Arab entities which participate in the boycott outside this country 
by direction of their own governments.

None of the above-described distinguishing considerations makes it theoreti 
cally impossible to apply the Sherman Act to the "core boycott" in the present 
case. Cumulatively, however, they create substantial doubt that the courts would 
interpret that flexible statute to require such application a least absent evidence 
of major economic impact upon United States exports. It has, in any event, never 
been held that a foreign, politically motivated boycott of this sort violates the 
Act.

Let me turn now from the "core boycott" that is, the agreement among the 
Arab Governments and companies themselves to other agreements affecting 
U.S. commerce which may accompany or now from the "core boycott." It will be 
difficult to find a Sherman Act violation in the mere unilateral decision of an 
American company to refrain from trading with Israel because it knows that 
such trade will result in loss of Arab business. Violation of the Act requires a 
"contract, combination or conspiracy," and while unilateral refusal to deal may 
in some circumstances be pursuasive evidence of concerted action, it is not itself 
a violation. More likely to contravene the Sherman Act is an agreement between 
an American company and an Arab company that the latter will give the former 
its business in exchange for a commitment by the former not to trade with Israel. 
Even more suspect would be an agreement by the American company not only to 
refrain from doing business with Israel but to refrain from doing business with 
certain American companies as well. Where there is an agreement that violates 
the Act, it will not suffice as a defense that the agreement was entered into under 
the duress of threatened loss of business, or even in order to avoid becoming an 
object of the boycott.

ANALYSIS OF AMENDMENT NO. 24 TO S. 425

Although my purpose In this testimony is not to discuss S. 425 in its entirety, 
but only Amendment No. 24 to that bill, nonetheless a brief description of the full 
bill is necessary as background. S. 425, entitled the "Foreign Investment Act of 
1975," would amend the Securities and Exchange Act of 1034. Section 3(a) of the 
bill would add to § 13 of the Act a requirement that any person who, after acquir 
ing (registered) equity securities of a U.S. company, owns nif ~j than five percent 
of any class of such securities must file with the Securities and Exchange Com 
mission a statement setting forth, inter alia, the person's nationality. Under 
§ 3(b) of the bill, it would be unlawful for any foreign investor to acquire equity 
securities of a U.S. company if, after the acquisition, the investor would own 
more than five percent c! any class of such securities, unless the investor notifies 
the SEC of the proposed acquisition at least 30 days in advance. The bill further 
provides that, within 30 days of such notice, the President is authorized to pro 
hibit the proposed acquisition for reasons of national security, foreign policy or 
protection of the U.S. economy.

Turning now to Amendment No. 24: This would add to the bill a provision stat 
ing that the President shall prohibit the acquisition if he determines that, within 
one year of the filing of the notice, the foreign investor seeking the acquisition 
has engaged in any of the following types of conduct:

(A) Causing, or attempting to cause, any person (other than a person of 
the investor's country) not to do business with, or otherwise to discriminate 
against, any U.S. company because of the latter's support for or dealings 
with (i) any foreign government with which the U.S. has diplomatic rela 
tions or (11) any person resident in or dealing with any country with whose 
government the U.S. has diplomatic relations.

(B) Causing, or att?mpting to cause, any U.S. company with respect to its 
business in any country (with limited exceptions') not to do business 
with, or otherwise discriminate against, any person (with limited excep 
tions') because of such person's support for or dealings with (i) any foreign

3 E.tr.. If the foreign Investor Is a government, this provision would be Inapplicable to 
the business of a U.S. company in a country with which the foreign investor-government 
does not hnve diplomatic relation*.

 E.g.. If the foreign Investor Is a government, this provision would tx> inapplicable to 
discrimination agolnst another foreign covernment with which the foreign Investor- 
Kovernment does not have diplomatic relations.
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government with which the U.S. has diplomatic relations or (ii) any person 
resident in or dealing with any country with whose government the U.S. 
has diplomatic relations.

The amendment would also add a provision authorizing the SEC, the Attorney 
General or any aggrieved person to bring a divestiture action against a foreign 
investor, owning more than five percent of any class of equity securities of a 
U.S. company, which causes the company to engage in the type of conduct 
described above.

Let me note at the outset that the Department of Justice is opposed to Amend 
ment No. 24. Our opposition goes tr> the basic concept of the amendment, as well 
as to its language or technical aspects.

I presume, to begin with, that the amendment would not mandate Presidential 
denial of an acquisition in any ease. For although it states that the President 
".shall prohibit," this prescription applies only "if he determines" that certain 
facts exist; and there is no requirement that such a determination be made in 
any circumstance. It is up to the President, apparently, to decide when suspicion 
of such prohibited activities is sufficient to warrant further investigation, and 
whether, such investigation having been completed, the requisite determination, 
fr>r factual or policy reasons, ought not to be made. If, at le».st, it is the intent 
ol' the drafters of this provision to mandate Presidential action, different 
language "hould be used. We would oppose such a change, since in our view any 
matter such as this, involving signficant foreign policy ramifications, should not 
be treated on a categorical, inflexible basis, but should enable consideration of 
the innumerable relevant factors, In the exercise of Presidential discretion. This 
is the approach taken by the other provisions of S. 42T>, and we think it no less 
valid here. For purposes of the prohibitions which the amendment imposes, it is 
simply unrealistic to treat all nations with whom we happen to have diplomatic 
relations (or with whom the boycotting country has diplomatic relations) as 
equivalent, and all situations in which the boycotting practice may arise as alike.

Of course the reasons just recited against rendering the Presidential action 
portion of the amendment mandatory, argue for opposing entirely that portion 
of the amendment which gives a cause of action to private citizens, or to the 
Commission (which, with respect to such action, would apparently not be 
subject to the direction of the Prpsident) to require divestiture. Once again it 
makes no sense to treat all foreign countries which we recognize, and all 
economic pressures of this sort as invariably the same. In the light of our 
overall foreign policy and the many subtle considerations affecting our diplo 
matic Interests, it must be left to the President if any restrictions of this sort 
are ever desirable to apply them selectively where necessary.

A major problem is the vagueness and complexity of the provisions of the 
amendment. This can be illutrated by describing, through direct quotes from the 
amendment, one type of proscribed conduct: Acquisition by a foreign investor 
could be prevented if, within the pertinent period, "any jvrsoi: controlling . . . 
such foreign investor has, directly or indirectly . . . attempted . . to cause . . . 
any United States company with respect to its business in any country ... to 
subject to economic loss . . . any person ... in order to deter such person . . . 
from, directly or indirectly, supporting . . . any person resident or operating 
in ... any country with whose government the United States has diplomatic 
relations." Comprehending such a statute would be difficult even for the persons 
responsible for enforcing it, not to mention the foreign investors who would be 
hound by it. The problem is not, I think merely imprecision or inexactitude of 
language which could be remedied. Rather, the very relationships, motives and 
effects that are sought to he addressed are so subtle, so variable, so easily con 
fused with or mistaken for other phenomena, that any attempt to reach them  
and only them by legislative language seems doomed to failure. It is not a prac 
tically (much less a theoretically) satisfactory answer to say that the Oovern- 
mont would only choose to invoke the vague provisions in those cases which do 
exemplify the evils we seek to avoid. The matter is not within the control of the 
Oovemment alone, since divestiture actions by private parties would he author 
ized. It is entirely predictable that unavoidably broad language would lead to a 
considerable volume of voxnMous litigation.

Related to the problem of vagueness is the matter of overhreadth. I will explain 
shortly why we do not consider the amendment io he an appropriate response to 
the Arab boycott. However, the broad terms '.it the amendment go far bevond the 
Arab boycott. For example, paragraph (A), relating to discrimination against a 
U.S. company, would encompass the following hypothetical situation :
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A Greek company advises a Canadian subsidiary not to do business with a 
U.S. firm because the U.S. firm is selling arms to the government of Turkey.

The issue here is not whether such conduct on the part of the Greek company is 
desirable. The issue is whether such conduct should make it impossible for the 
Greek company to make any substantial investment in the securities of U.S. 
companies. We se« no proper basis for categorically imposing such a sanction  
a sanction that in most cases would be completely unrelated to the underlying 
conduct (In the hypothetical, the advice to the Canadian subsidiary). That is, 
I think, the principal point: The punishment does not fit the crime. In the con 
text of the Arab boycott, it may seem plausible that a company which has acted 
in this fashion once will do so repeatedly. That is simply not the case, however, 
with respect to most ot the situations which the provision will cover so that the 
sanction of possible prevention of investment and of mandatory divestiture is 
vastly disprojiortioriate, if indeed any sanction is desirable at all.

The same kind of problem is presented by paragraph (B), which pertains to a 
foreign investor which has caused a U.S. company to discriminate. This provision 
would apply, for example, to the Mowing situation :

A Swiss manufacturer of watches seeks to prevent a U.S. wholesaler from 
dealing with a Mexican retailer, because the retailer sells watches manu 
factured by a Mexican firm. The reason for the action of the Swiss company 
is that the Mexican manufacturer ha: ' .nproperly used the trademark of the 
Swiss company.

The point which I wish to make here is that the amendment's sanctions would 
apply even though the basis for the "discrimination" was immoral or even illegal 
conduct on the part of the ultimate object of the discrimination.

Of counte it should be apparent that this legislation would impose upon foreign 
investors restrictions which we do not place upon our own citizens. Sich differ 
entiation is not always inappropriate but one wonders whether in this instance 
the results can be supported. Consider, for example, the following hypothetical 
situation:

A Canadian investor owns more than five percent of the shares of a U.S. 
corporation that manufactures photographic equipment. A group of American 
shareholders, opposed to the racial policies of the government of South 
Africa, seeks to terminate the corporation's dealings with a South African 
firm which provides substantial support to the government of South Africa. 
This action on the part of the American shareholders Is entirely permissible. 
But should the Canadian investor join the effort, he would be vulnerable to a 
divestiture suit whether or not the effort succeeds.

Beyond being inconsistent with our domestic treatment of our own investors, 
the present proposal is inconsistent with the standard of behavior which we bave 
set for American investors abroad. Not only do we permit American investors 
abroad to engage in conduct which, if performed by foreigners in this country, 
would violate this bill; hut in some circumstances we positively require it. The 
Foreign Assets Control Regulations, SI OFR 500.101-500.800, issued by the Treas 
ury Department under the Trading With the Enemy Act, 50 U.S.C. App. 1 et set],, 
restrict transactions with certain countries (the People's Republic of China, 
North Korea, North Viet Nnm, Cuba, South Viet Nain and Cambodia) by Ameri 
ca n-controlled foreign firms. The nature of these restrictions is such that, if 
foreign investors were to observe, within the United States, similar restrictions 
Imposed by their governments (with resjiect to counuies with whose governments 
we have diplomatic relations), they would be in violation of paragraph (B) of 
(he present bill. It is surely strange to prohibit on the part of foreign investors 
in the United States action which we not only permit hut require on the part of 
American investors abroad. Which suggests a further point: Before we put for 
ward the provisions of the present bill as a new standard of behavior for foreign 
investment we had best consider carefully whether that new standard, if gen 
erally adopted, would hurt anyone more than ourselves. I suspect It would not.

While producing all thew untoward side effects, the proi>osed bill will in fact 
not reach the most effective manifestations of the Arab boycott. By reason of'the 
parenthetical exceptions in both paragraph (A) and paragraph (B) of the addi 
tions to section 13(f), the 'following would not be included within the category of 
prohibited activity: Arab government direct pressure (through stock ownership 
or otherwise) upon United States companies to cease doing business in Israel;
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Arab government and Arab business pressure upon businesses in Arab countries 
not to trade witb American companies that support Israel.

Frankly, however, what concerns me more than the fact that the present bill 
would not reach all significant manifestations of the Arab boycott is the fact that 
we have no real assurance of what its effect wl'l be with respect to those 
boycott activities it does reach. It seems to me unwise to enact legislation of this 
sort without such assurance. Sometimes, to : ;- sure, we find certain activities 
so inherently repugnant that we may be willing to move against them with 
minimal regard for the practical consequences. This is the case, for example, 
with respect to certain racial or religious discrimination which is alleged to have 
accompanied the Aral) loycott. But the sort of "discrimination" which this bill 
addresses is not within that inherently repugnant category as is sufficiently 
indicated by the fact that our laws not only permit, but sometimes require our 
own citizens to engage in similar activities abroad.

The test of the desirability uf the present legislation, therefore, must be its 
desirable practical effects. Though I will leave more intensive discussion of 
that issue to those agencies, such as Department of Commerce, which have 
special expertise in the field, I may simply note that we are unaware of any 
careful examination which would demonstate that these provisions will result 
in a relaxation of the Aral) boycott rather than the mere withdrawn! of Arab 
investment from the United States economy.

ANALYSIS OF 8. 953

This'bill would amend the Export Administration Act of 1969, as amended, In 
several resj>ects.

1. At present, subsection .'!(">) of the Act's policy section, 50 U.S.C.A. App. 
2401i (5), provides as follows :

(5) It is the policy of the United States (A) to oppose restrictive trade 
practices or boycotts fostered or imposed by foreign countries against other 
countries friendly to the T'nited States, (B) to encourage and request domes 
tic concerns in * * * [exporting] to refuse to take any action, includ 
ing the furnishing of information or the signing of agreements, which has the 
effect of furthering or supporting * »   [such! restrictive trade practices or 
boycotts *   *. and ((') to foster international cooperation and the develop 
ment of international rules and institutions to assure reasonable access to 
world supplies.

Section l of the bill would amend the foregoing provision so that it would 
refer to restrictive trade practices and boycotts imposed against "United Ntatr* 
cnnrnrii* ami other countries friendly to the T'nited States." (Emphasis supplied.) 
Addition of the reference to "United States concerns" seems unobjectionable," 
hut it ohv''.'!:::iy adds nothing to the powers which can be applied against the 
Arab boycott, which, in all its aspects, is avowedly directed against Israel.

2. The present §4<b)(l) of the Act, f,0 (T.S.C.A. App. 2403(1)1(1). provides 
that, to effectuate the policies set forth in 8 3 of the Act, the President may 
prohibit or curtail exports from the United States, except under rules and 
regulations prescribed by the President." This paragraph further provides 
that the rules and regulations shall require that all domestic concerns receiving 
requests for the furnishing of information or the signing of an agreement of 
(lie type specified in § 3(5) (e.g., information to be used to further a boycott) 
must report tile requests to the Secretary of Commerce "for such action as he 
may deem appropriate to carry out the purposes of * * * [§3(5)]." Hy § 2 of 
the bill, 54(bMl) of the Act world br amended to direct that the regulations 
require any domestic concern receiving a request for boycott information, etc., 
to rejKirt to the Secretary of Commerce the fact of the request and in addition 
"any other information which the Secretary may require regarding such request 
and intended compliance therewith." Further, the bill would substitute for the 
present language concerning post-report action by the Secretary the following:

for such action as the President may deem appropriate to carry out the 
policy of . . . [§3(":|, including the curtailment by any T'nited States

 " For purposes uf clarity. It mk'ht he preferable to use ttie conjunct nn ",ir." ratlier 
than and." This ''hanee would make clear that the policy continues tc cover iimootts 
fllm.vi exclusively at foreign countries friendly to the United States.

"By Executive Order nr,.rt (1970). the President (Mct-ated his functions under the 
Act to the Secretary of ("'ommercv. Export recri.lations issncrl hy the Department of 
(V.imoree, pursuant to the art. are contained In i" •'•• A parts MR-W[
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convent of exports to, investments in, or any other economic transactions 
with countries which impose boycotts or engage in restrictive trade practices 
as specified in ... l§3<i>)J-

The Department of Justice opposes S<K.-tion 2 of the bill on the ground that it is 
unnecessary.

As noted above, one effect of the bill would he to descrilw in more detail the 
kind of information which the Secretary of Commerce could require. If our under 
standing of the bill is correct, it would not mandate that the Secretary require 
information on intended compliance with a request for information, but would 
merely give him express authority to require it.

The current regulation of the Secretary of Commerce does not. require the U.S. 
exporter to state Wiether it intends to comply with the request for boycott infor 
mation. See 15 ( i § 369.2('i) (2) (viii). However, it is in our view clear that 
the present stai^ e authorizes the Secretary to make the furnishing of such 
information mandatory. Whether or not it should be required is within the discre 
tion of the Secretary, and the existence of such discretion would not be altered 
by S. 953.

The other main aspect of Section 2 of the bill relates to the kind of action which 
may be taken by the Executive Branch upon learning of a request for boycott-type 
information. Here also it does .not appear that the bill would expand existing 
authority. The Export Administration Act itself already grants the President 
authority to effectuate the policies of the Act by prohibiting or curtailing exports. 
See |4(b)(l). The power to curtail investments by U.S. concerns in foreign 
countries or other economic transaction with foreign countries is provided by the 
Trading With the Enemy Act, 50 U.S.C. App. 5(b). In view of the foregoing pro 
visions, there would seem to be no need to add to the Export Administration Act 
the more detailed language regarding steps which may be taken by the President,

As you must be aware, serious foreign policy costs will attend any legislative 
action with respect to the Arab boycott. Perhaps the most important of them is 
the danger that the United States will be regarded as adopting an anti-Arab 
international ix>licy at a time when we are trying to mediate a lasting pence in 
the Middle East. It is hardly worthwhile to undergo this risk for the purpose of 
enacting a piece of legislation which in fact has no significant practical effect. 
For this reason, we cannot support adoption of S. 953.

Senator STEVENSON. Thank you, Mr. Scalia. That is a very solid 
piece of work, and it raises some impressive paradoxes for us.

Is participation in uie Arab boycott by U.S. firms now illegal in any 
way? And by that, I mean that if as a result of Arab pressure, U.S. 
businesses refuse to either conduct business in Israel or with U.S. firms, 
are there any possible violations of U.S. law now as a result of partici 
pation by U.S. companies in boycott ?

Mr. SCAIJA. Leaving aside more specialized pieces of legislation cov 
ering regulated industries such as the Federal Communications Com 
mission's legislation or the SEC's legislation which would allow speeia 1 
controls- the two general pieces of legislation which would be most 
likely to prohibit at least some practices associated with the boycott 
are the civil rights laws, which would prohibit certain practices relat 
ing to discrimination on the basis of religion allegations of that type 
h ', iv e been m ade-  

Senator STEVE. TRON. That would l>e over discrimination on the basis 
of race or religion: but how discrimination for political purposes?

Mr. SCALIA. If it is political, then the other general"area of law 
would be the antitrust laws. And it may well be that certain types 
of cooperation with the, Arab boycott by American companies would 
be violative of the antitrust laws. I discussed that at some, length in 
the part of my statement which T didn't read. I doubt whether any 
of the antitrust laws the Slierman Act is the antitrust law that is 
most in point would he considered to be violated by the. Arab coun 
tries or Arab businesses themselves agreeing with one another not 
to do business with certain American firms.
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But when you get away from that, what I call the "core boycott" 
involving just the Arabs, and move into agreements between them and 
certain American firms not to do business with other American fi/ms, 
then you get into an area where there is a possibility of violation of 
the antitrust laws. Our Antitrust Division is currently actively in 
vestigating a number of allegations concerning possible violations. 

Senator STEVENSON. Now, would a law mandating disclosure by 
companies of their participation in a boycott in other words, be 
havior which violated the Sherman Act violate a fifth amendment 
right?

Mr. SCAI.IA. It would with respect to any individuals that have 
to acknowledge their own violation. With respect to companies, as 
companies, it would not.

Senator STEVENSON. But the companies have agents. 
Mr. SCALIA. That is correct.
Senator STEVENSON. And it is a personal liability problem. Typi 

cally, don't you have personal as well as corporate responsibility for 
compliance with the laws, including the Sherman Act?

Mr. SCAMA. Yes; that is right. But the fifth amendment protections 
have been held not to apply to corporations as such. You run into a 
problem only when an individual who is personally responsible for 
filing a report is implicated in some degree with a possible violation. 

Senator STEVENSON. Does the Justice Department review the re 
ports on file at the Commerce Department for evidence of antitrust 
violations or other violations of the law ?

Mr. SCAI.TA. I don't know, Mr. Chairman. It is, I presume, the 
Antitrust Division that would be most likely to do that. And I don't 
know whether they do. I don't believe they do or at least they have 
not done so as a regular practice until recent concern over the Arab 
boycott has developed.

Senator STEVENSON. Has the Justice Department taken any action 
under the antitrust laws against F.$. participants in the boycott yet? 

Mr. Sr ALIA. As I have indicated, a number of alleged violations are 
under active investigation. And by "active," I mean they have reached 
the stage where civil investigative demands have been issued against 
certain companies by the Antitrust Division.

I had better go back to your previous question. I doubt very much 
whether the Justice Department has looked into the Commerce reports 
because, if my recollection is correct, those reports are confidential. 
And I believe that a commitment is made on the part of Commerce 
not to distribute them at the time they are sought. At least that is true 
with respect to the portion which would be most likely to show a 
violation, that is, the portion asking what action is likely to be taken 
in response to the boycott request.

Senator STEV?;NSOV. The Commerce Department indicates that the 
information will be treated as confidential. But I hadn't realized 
that bv labeling it classified, nobody J*ets to look at it. There is not 
much point in requiring information if it is so confidential that not 
even the F.S. Government can examine it.

Who does examine it? By that, do they mean just we and the Com 
merce Department will have access to it?

Mr. SCAMA. The purpose of the report, as I understand it, is to 
enable the Commerce Department to get a feel for what is going on
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and thus to determine whether any additional administrative or legis 
lative action is necessary. Its purpose is not to establish any criminal 
violations.

I would suppose that in the course of a criminal investigation which 
is otherwise commenced, a criminal investigatory agency might be 
given access to such documents. But it doesn't seem to me unreasonab1 
to tell a businessman, when you are asking him to provide informatio 
voluntarily, that this is for the use of this Department only, and wt 
don't intend to ship the whole hulk of what you send us over to the 
Antitrust Division of the Justice Department. That tends to discourage 
full reporting by the businesses, to put it mildly.

Senator STEVENSON. Well, I agree. I can see how it might. Therefore, 
I think we probably ought to mandate compliance with the request 
for this information. Apparently the Export Administration Act does 
say that while the information is confidential, it is confidential unless 
the Secretary determines that the withholding thereof is contrary 
to the national interest.

I wouh] have thought that you might reasonably conclude that the 
withholding of evidence of crime was contrary to the national interest. 

Mr. SCALIA. As I indicated, in the case where there is a criminal in 
vestigation already underway and the criminal investigatory asjencv 
 wants to look at a particular report I could understand that provision's 
being used. But if that proviso is interpreted to mean that, as a matter 
of general policy, the Secretary is going to determine that what he says 
is confidential should not be confidential, then it is a very deceptive 
report, indeed.

I don't think that is the way the Government ought to represent 
itself. I gather what you were saying is that the Secretary ought to 
make a generalized determination that these reports ought always 
to be available to any government official that wants to look at them. 

Senator STEVENSON. If to maintain the confidentiality would be 
contrarv to the national interest, that is what the law says.

Mr. SCALIA. You are saying that it would always be contrary to the 
national interest?

Senator STEVENSON. No. I am not saying that in this context. In this 
particular context we are talking about enforcement of the law. And 
I think the Export Administration Act makes it pretty clear that 
if these reports were to include evidence of crime, notwithstanding 
the impact it, might have on future disclosure by corporations, the 
Secretary is under no duty to suppress the evidence, to cover up as we 
sav nowadays.

I think he is under some duty, if not a statutory obligation to dis 
close anv such possible evidence to the Justice Department.

Mr. SCALIA. I don't disagree with that where a violation appears. 
But I draw a line between that and simply saying that since there may 
he a violation shown in all of these reports, we are going to turn them 
over wholesale to the Antitrust Division or the Civil Ris-hts Divison, 
or whomever else, in order that they may sift through them to see if 
thev ran find any violations. I think there is a distinction that can 
he drawn.

Senator STEVENSON. That distinction could be made. But short of 
tnrnincr it all over to the Justice Department, he might routinely go 
through those reports to determine if there is evidence of possible
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crime and if so, turn them over to the Justice Department. 1 don't 
think that happens.

Perhaps it is a suggestion which is best made to the Department of 
Commerce. And if a suspect concern is expressed about voluntary 
cooperation in the future, then there would be all the more reason 
to mandate that cooperation in the future. Then, you would have your 
fifth amendment problems in the case of individuals.

Mr. SCALIA. Senator, I keep having the awful feeling in the course 
of this discussion that I really don't know what I am talking about, 
because it may well be that the Antitrust Division at least since the 
Arab boycott has become a cause of major national concern, has indeed 
examined at least some of those reports. I think that I better provide 
you a written clarification of that situation.

Senator STEVENSON. Could you do that on that point?
Mr. SCALIA. Yes, I will.

DEPARTMENT OF JUSTICE, 
Washington, D.C. September ir>, 1975. 

Hon. AULAI K. STEVENSON,
Chairman, Subcommittee on International Finance, 
Committee on Bank i,iff, Housing and Urban Affair K, 
U.S. Senate, Washington, D.C,

DEAR MR. CHAIRMAN : At the July 22, 1975 hearing of the Subcommittee on 
International Finance, I undertook to determine and to advise you whether the 
Department of Justice reviews "boycott request" reports filed under the Export 
Administration Act with the Department of Commerce. I find as I Indicated in 
my testimony I believed to be the case that it does not review such reports as a 
matter of course, but has Jone so In connection with investigations conducted by 
the Antitrust and Ciril Rights Divisions relating to the Arab boycott.

I wish also to respond further to your inquiry regarding se)f-lncrlmtnation 
Issues which might be raised by a law requiring exporters to disclose participa 
tion in a boycott, assuming such participation was contrary to law. As I stated 
at the hearing, the Fifth Amendment privilege against self-incrlmination is a 
personal prvilege and Is not available to corporations. See, e.g., Bellis v. United 
States. 417 U.S. 8,r> (19T4). Moreover, It is well established "that an individual 
ounnot rely niton the privilege to avoid producing the records of a collective 
entity which are In his possession in a representative capacity, even if these 
records might Incriminate him personally." Bellis v. United States, supra, 417 
U.S. at 88.

Tn the circumstances you posit, the operator of a sole proprietorship might be 
able to claim the privilege against self-incrlminatlon. The enforceahility of a 
reporting requirement against such a person would deiiend upon its nature and 
purpose. The more directly It Is designed to enable rtiscovery and prosecution of 
violations of law, the more likely it will be subject to a Fifth Amendment 
defense. Cf. California v. Bycrx, 402 U.S. 424 (1971)."

I hope that this information will be of assistance. 
Sincerely,

ANTONIN SCAMA, 
Assistant Attorney General,

Office of Legal Counsel.
Senator STEVENSON. Thank you. That will be interesting.
Do the screening provisions of S. 425 pose any due process problems ?
Mr. SCALIA. What do you mean by the "screening1 provisions"? I am 

afraid your committee has developed a jargon on this which I have not 
steeped myself in.

Senator STEVENSON. This is the provision in S. 425 which requires 
advance notice of proposed foreign investments. And it then goes on 
to state that anytime, within 80 days of the, notice, the President is 
authorized, by ordo-, as he deems appropriate for the national security 
of the, United States, to further the foreign policy of the United
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States, or to protect the domestic economy of the United States, to 
prohibit the acquisition to which the notice relates.

It is a broad authority to prohibit  
Mr. SCALIA. Yes, it is.
Senator STEVENSON [continuing]. Foreign investment.
Mr. SCALIA. Frankly, I have not carefully studied the provisions of 

S. 425 as such, but have focused just on amendment 24. Of course, I 
had to examine the rest of the bill to some extent in order to understand 
what the amendment meant.

I think it is doubtless fairly broad authority, but no broader than, 
as I indicated, some other authority that the President has been given, 
particularly in the foreign affairs field. I think the courts have been 
willing to accord much more discretion to the President than this bill 
would allow, and I would doubt whether that screening provision 
would be considered a violation.

Senator STEVENSON. It includes those words to protect the national 
security, foreign policy, and domestic economy. It covers the water 
front with no guidelines, no standards.

Mr. SCALIA. Yes, sir, it is broad discretion. But whenever the Presi 
dent acts in the foreign affairs field, I think all of those areas are taken 
into account.

Senator STEVENSON. But here the import is on domestic companies 
and investors.

Mr. SCALIA. Yes, sir. I think it can affect an American company, to 
be sure, but the bill is directed at the foreign investor. And that is not 
just a technicality. I think the whole thrust of the bill is to protect our 
domestic economy against foreign activities

Senator STEVENSON. That's right.
Thank you very much, Mr. Scalia. That is an extremely competent 

job and very helpful. And we will look forward to hearing from you 
further.

Mr. SCALIA. Thank you, sir.
Senator STEVENSON. The subcommittee will recess until 10 o'clock 

tomorrow in this room.
[Whereupon, at 1:35 p.m., the hearing recessed, to reconvene at 10 

a.m. on Wednesday, July 23,1975.]





FOREIGN INVESTMENT AND ARAB BOYCOTT 
LEGISLATION

WEDNESDAY, JTJ1Y 23, 1975

U.S. SENATE 
COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS,

SUBCOMMITTEE ON INTERNATIONAL FINANCE,
Washington, D.C.

The subcommittee met at 10 a.m., in room 1224, Dirksen Senate 
Office Building, Senator Adlai E. Stevenson (chairman of the sub 
committee) presiding.

The chairman announced that Mr. Packwood was necessarily absent 
because he was attending a meeting of the Senate Finance Committee. 

Senator STEVENSON. The meeting of the Subcommittee on Inter 
national Finance will come to order.

This morning we will continue our hearings on foreign investment 
and boycott legislation.

Our first witness is Mr. Seymour Graubard, national chairman, 
Antidefamation League.

STATEMENT OF DAVID BRODY, DIRECTOR, WASHINGTON OFFICE, 
ANTID VAMATION LEAGUE, ACCOMPANIED BY MEYER EISEN- 
BERG, MEMBER, ADL NATIONAL COMMISSION, AND JTJSTIN 
FING7R, ASSOCIATE DIRECTOJtl, CIVIL RIGHTS DIVISION, ANTI- 
DEFA JATION LEAGUE

Mr. BRODY. Mr. Chairman, my name is David Brody, and I am the 
director of the Washington office of the Antidefamation League. Mr. 
Graubard was scheduled to testify this morning. Unfortunately, a 
close business associate of his died yesterday and he will be attending 
his funeral this morning, and consequently is unable to be here. He 
has asked me to express nis regrets at his inability to be here.

I arn accompanied this morning by Mr. Meyer Eisenberg, a member 
of the ADL's National Commission, which is the national governing 
body of the Antidefamation League, and Mr. Justin Finger, the asso 
ciate director of our civil rights division.

I would like at this point to present for the record Mr. Graubard's 
prepared statement, and in the interest of saving time I will merely 
refer to some of the highlights of that statement, and when I am 
through, Mr. Eisenberg will have some additional remarks.

Senator STEVENSON. Very well. The full statement will be entered 
in the record.

Mr. BRODY. As I have indicated, I am David Brody, the director of 
the Washington office of the AntiDefamation League.

(177)
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We appreciate, Mr. Chairman, your invitation to appear before this 
subcommittee to present our views on the legislation before it, and the 
reasons which have prompted the introduction of these measures.

Our organization has been dedicated for the 62 years of its existence 
to the preservation of our American constitutional principles and 
traditions. We support the legislation before this subcommittee because 
it is designed to defend the American principles of equal rights and 
opportunities against their debasement by foreign investors.

That we need such legislation is glaringly obvious. The Arab oil 
producing countries last year amassed a surplus of about $60 billion 
and the most conservative estimate is that the surplus will reach a 
quarter of a trillion dollars by 1980. These countries have made it 
plain that they would like to invest these vast sums of money in the 
United States, as well as to step up trade and business with American 
firms.

We, in the AntiDefamation League, are not opposed to either Arab- 
American trade or to Arab investment here. Indeed, we favor it as a 
means of balancing international payments. What we oppose and 
what indeed American law and principle oppose is the denial of in 
dividual rights and the outright religious discrimination that have 
been part and parcel of Arab business policy.

I am not speaking merely of the economic boycott of Israel, which 
in itself is repugnant to declared American policy, but more so of the 
blacklisting of persons of the Jewish faith, a prac tice which has already 
resulted in numerous violations by American business firms and Gov 
ernment agencies of the Nation's civil rights laws and of the Con 
stitution itself.

The mixing of economic objectives with political objectives and 
religious bias is clearly an Arab technique. They have distorted the 
competitive rules of the marketplace by imposing a boycott on over 
1,800 Jewish companies because of their ownership by Jews or busi 
ness relationships in many cases tenuous or almost non-existent, with 
Israel, or with other companies doing business in or with Israel.

Contrary to what Treasury and Commerce Department officials have 
said, the dichotomy between the boycott directed against companies 
doino; business with Israel and companies because of their ownership 
bv Jews is not as clearcut as Treasury and Department of Commerce 
officials would make it out to be.

As the Wall Street Journal observed in an editorial on February 14.
The blacklisting of these firms appears less to be an attempt to undermine 

Israel than an attempt to inject antisemitlsm into Western business practice.

The Journal continued:
The Arabs have had trouble distinguishing these two purposes throughout 

their 30-year-old economic boycott of businesses with ties to Israel.

In view of this currently increasing Arab pressure on American busi 
ness, we believe that more than a mere statement by Treasury officials 
is necessary to assure Americans that the huge petrodollar resources 
at the command of Arab nations will not be used to undermine the 
premises of U.S. business, to turn American companies into political 
weapons aimed at Israel (or any othev country), or to curb the rights 
of American citizens through sheer bigotry.
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We must take steps to outlaw these discriminatory practices which 
President Ford recently characterized as "repugnant to American 
principles," hefore they became commonplace in the business life of 
our community. As the President also stated.

Foreign businessmen and investors are most welcome In the United States 
when they are willing to conform to the principles of our society.

I submit, Mr. Chairman, that ought to be the guiding principle 
which our country should subscribe to.

Various American firms, exporters, and banks, have told the Anti- 
Defamation League privately that they would welcome legislation 
enabling them to stand up against Arab demands. They feel, for ex 
ample, that the declaration of American trade policy regarding boy 
cott in the Export, Administration Act of 1969 is an ineffective weapon 
because it is without teeth, witnout compulsion. American firms are 
being forced, for lack of effective sanctions, to comply with and to ask 
compliance, of others in a boycott which is contrary to our Nation's de 
clared policy.

In your remarks accompanying the introduction of your bill, Mr. 
Chairman, S. 953, to strengthen the Export Administration Act, you 
pointed out that the Arab boycott actions 

Raised grave implications for an open international trading system, a nou- 
discriminat;:ry U.S. economic system and the conduct of U.S. foreign policy.

These words point perceptively to what are indeed "£«»   re implica 
tions" arising from Arab activities boycott, discrimination, intimi 
dation, and strings attached to everything financial or commercal.

I would like to mention a few recent cases of discrimination by 
American firms under the impetus of Arab business which underscore 
these grave implications.

You cited one, yesterday, Mr. Chairman, the case of Belvedc-re Prod 
ucts in Chicago. But here we have Allied Van Lines International 
of Chicago, surely one of the largest transporters of personal property 
in the world, which recently distributed a brochure entitled "Customs 
Information.'' Under the heading, "Arabian Countries," which it 
lists as Lebanon, Egypt. Iraq, Jordan, Syria, Saudi Arabia, Kuwait, 
and the United Arab Emirates, the brochure states:

Shipper must check with the consulate for approval of Items to be brought 
Into country. Items produced in Israel or by Jewish firms or associates through 
out the world are blacklisted.

I emphasize: "Jewish firms or assscciates throughout the world." 
This is bigotry, not business, not politics

I would like to submit for the record a copy of the brochure which 
Allied Van Lines is distributing.

Senator STEVENSON. It will be entered into the record.
[The brochure follows:]

CUSTOMS * ^FORMATION ALLIED VAN LINES INTF"NATIONAI, CORP.

ALGERIA

Shipptr must obtain from the Algerian Consulate p-lor to his departure the 
following documents pertaining to his shipment. These documents should remain 
in the shipper's possession and be submitted to our overseas representative at 
time of customs clearance. Your office should obtain copies as proof of possession.

Certificate of Change of Residence
Validated Inventory (translated into French)
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ARABIAN COUNTRIES——LEBANON, EGYPT, IRAQ, JORDAN, SYKIA, SAUDI ARABIA, KUWAIT,
UNITED ARAB EMIRATES

Shipper must check with the Consulate for approval of items to he drought 
into country. Itvtnt produced in Israel or by Jewish firms or associates tlirnuy!, 
out the world are blacklisted.

Itemized I- ventory (stating "T'sed Personal & Household effects have been 
used by owner and are for personal use.")

Note: Several ol these countries also require the inventory to he validated. 
Please check with the individual Consulate for further information.

ARGENTINA

Due to strict government regulations, Allied's rate DOES NOT includes the 
following charges:

(1) Customs Brokers Fees
(2) Taxes and/or Duties
(3) Port Expenses

These charges will be hilled directly to the shipper by the AVLIC's destina 
tion representative.

BRAZIL

Shipper must obtain from the Brazilian Consulate prior to his departure tiie 
following document pertaining to his shipment. This document should renui: 
in the shipper's possession nnd be submitted to our overseas represent ,-iHv 
at time of customs clearance Your office should obtain copy as proof of 
possession.

Validated Inventory (translated Into Portuguese)
Due to strict government regulations, Allied's rate DOES NOT include r 

following charges:
(1) Customs Brokers Fees
(2) Taxes and/or Duties
(3) Port Expenses

Thes-e charges will be billed directly to the shipper by the AVLIC's destina 
tion representative.

Mr. BRODY. Another case, the American Bureau of Shipping Techni 
cal Services, which is soliciting American personnel for its opera 
tions in Iraq and Bahrein, has turned down applicants because they 
are Jewish and has openly told them that this is the reason.

In one case it was because the applicant had a Jewish relative, and 
surely this painfully reminiscent of Hitler's Nurembery laws. A few 
days ago the Anti-Defamation League filed a complaint against this 
company before the EEOC, citing violations of title VII of the Civil 
Rights Act of 1964. This is not an isolated case; the league has fi'.ed 
similar complaints against five other American companies, firms,which 
run the gamut of overseas vocational opportunities, charging them 
with dicriminating against Jews to accommodate Arab discriminatory 
policies.

Among a number of other examples of boycott pressures which the 
league lias learned about is a 'etter sent to an American firm by the 
University of Petroleum and Minerals in DhL,hran, Saudia Arabia, 
asking for quotation and specifications on a number of products 
offered for sale.

This letter states, in part: "Please do not quote on goods manufac 
tured by companies who are included in the Arab bovcott list, that is, 
blacklist." This means do not quote on items made by any one of at 
least 1,800 American firms that are on the boycott list.

T ..-ouM like to insert in the record at this point a cooy of that letter.
Senator STEVENSON. It will be enterea into the record.
[The letter follows:]
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UNIVERSITY OF PETBOLEUM AND MINERALS,
nhahran, Saudi Arabia, June 9, 1975. 

APPLIED CONTROLS Co. INC., 
/27.5-T Hlimmflelil Ivcnue, 
Fairfteld X.J. U.S.A.

Gentlemen : Will you kindly send, via AIR MAIL, a quotation valid for a mini 
mum of 00 daj s on the items listed below :

As per specification sheet and technical drawings attached
Please send details of the circuit breakers offi red by your Company whir! 

will include information on the tripping current and their degree of sdju t:m :. 
etc.

Your quotation or 'no hid' in reply should reach our office within four weeks 
from date of receipt by you. In the event thnt you submit a firm ([notation please 
use our self addressed label (which is attached) on your envelope. Kind': 
state our reference number given above when replying to our request.

Please do not quote on goods manufactured by companies who are inclmlrf 
in the Arab Boycott List, i. e., (BLACKLIST).

The following information should be included in your quotation.
(a) Delivery date.
(h) Discount offered to educational institutions.
(c) Brand name and country of origin of goods offered.
(d) All related costs such as legalized documents, etc.
(e) Preferred method of payment, i.e.. Letter of Credit or Sight Draft.

Kindly note, it is contrary to our business procedure to open a confirmed 
Letter of Credit. Prices should be C & F Dhahran, via sir freight; and C & F 

Dammam, via ocean freight.
Your early reply will be appreciated. 
Thank you , 

Very truly yours
NAMAN S. EL ALAMJ, 

Director of Purchasing.
Mr. BRODY. Kecently the Commissioner General of the Arab Lea 

gue's Boycott Office has said of the blacklist that it includes "companies 
when it is proved by definite evidence that they, their proprietors or 
controllers have Zionist inclinations."

Fortune magazine, in quoting this statement in its issue of July 
1975, comments that such "sweeping, convenient, and highly dubious" 
terms give, the Arabs "freedom to blacklist almost at will".

Mr. Chairman, we believe that it is obvious that practices such as 
these can only increase as the Arabs' accumulation of petrodollars 
increases, so long as our Government allows this. What Arab petro 
dollars have done in regard to illegal employment recruitment in the 
United States, violation of Government policy with respect to boycotts 
ngainst friendly nations, and exclusion of certain firms from business 
contracts is onlv a |ireamble to what will occur as the Arabs use tl'eir 
dollars invested in American business to control and direct the activi 
ties of such dominated cornorntions.

Contrary to what officials of the executive branch testified to yester 
day, existing legislative safeguards are not sufficient to present clis 
criminatory practices by foreign investors, let alone end present dis- 
crimina!! n by \meriean institutions that comply with the Arab 
boycott.

Nor is a government request for voluntary restraint sufficient. We 
have already seen how .he declared policy against boycott has been dis 
honored without shame by thousands of U.S. corporations. We are 
dealing with foreign nationals ne have a different and often opposing 
foreign policy from ours; whose economic interests and objectives are 
at variance from ours; and whose concept of legitimate government
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action includes, for example, actively supporting terrorists who use 
indiscriminate murder as a weapon of everrlny policy. It would be 
foolhardy to believe that we can rely on their sense of ethics to comply 
with our laws, whether or not these Jaws contain sanctions.

Therefore we commend you, Mr. Chariman, for introducing amend 
ments to the Export Administration Act which will remedy some of 
its deficiencies, particularly in regard to requiring domestic con 
cerns that report boycott requests also to notify the Department of 
Commerce whether or not they intend to comply with such reouests.

When Mr. Scalia testified yesterday he said under the existing 
law the Department of Commerce had the authority to require ex 
porters to indicate whether or not they intend to comply with such 
requests.

Your bill. S. 05.3, is also valuable in that it authorizes the President 
to take action in carrying out U.S. policy against boycotts, action 
which could include curtailing economic transactions with countries 
which impose boycotts. We  would, however, like to see added to it 
a provision tl-at reports of boycotts requests to the Dorwrtment not be 
deemed confidential, as is the Department's present policy.

We have been trying without pucress to have the "Department of 
Commerce make available to us under the Freedom of Information 
Act the reports of boycott requests which are filed by exporters. We 
have even been denied access to the chanjinnr nnd warning letters sent 
by the Department to exporters who have failed to comply with the 
requirement, of the law that they report the receipt of such requests. 
This attitude of the Department makes almost a mockery of a statement 
which Assistant Attorney General Scalia made when he testified 
just 2 weeks ago today before a subcommittee of the House Judiciary 
Committee, when he suggested as one effective way in dealing with 
the boycott the following, and I quote:

For example it occurs to one Immpdiately Ihat the mere light of publicity might 
lie sufficient to prevent the major abuses.

The one thing the Department of Commerce does is to use section 
7(c) of the Export Administration Act to provide a sanctuary not 
merely for those who do report the receipt of boycott requests, but 
for those who are actually violating the law by failing to report the 
receipt of such boycott requests.

I might add at this point, Mr. Chairman, that you find yourself 
in a position with your bill S. 5953 of "helids they win. tails yon, lose."

Yesterday we had Mr. Scalia testify, as well as Under Secretary 
Tabor, that under existing law, section 4(b) (1), we didn't need this 
legislation, that the President already has the power to curtail exports.

But when Mr. Parsky testified, he opposed the legislation not be 
cause the President already has the authority, but because he felt that 
giving the President the authority to prohibit exports would inject 
an element of uncertainty into existing U.S. business relations with 
the Arab world, since the President could at any time act to prohibit 
exports and other economic transactions with any of the Arab countries.

Senator Williams has been making herioc efforts as the Chairman of 
the S 'curities Subcommittee to obtain information from the Depart 
ment of Commerce. He has met with not quite the sarne obstacles we 
hav; the Department recently released some information to him, still
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incomplete, and what that information disclosed is I submit profoundly 
disturbing.

It includes the fact that there has been an astounding increase in 
the dollar value of U.S. exports involved in the Arab boycott from 
$10 million in 1974 to a 1975 figure now approaching $204 million and 
that many of the largest U.S. corporations are involved.

These facts point, we believe, to the dire need for legislation to pro 
hibit compliance by U.S. firms with boycott requests.

The history of the last 20 years shows that mere exhortation by 
Congress has bed. ineffective in dealing with these boycott tactics.

In fact, what we have seen is executive nullification of congressional 
action, where all that is involved is legislation of a precatory type. 
If anything, as we have indicated, the, boycott has intensified in recent 
months. The anti-boycott provision of the Export Administration 
Act, first enacted in 1965, as you have pointed out, Mr. Chairman, has 
not curbed ''he boycott, notwithstanding the clear and unequivocal 
statement of U.S. policy condemning the boycott.

As originally introduced by Senator V, illiams and 30 other mem 
bers of the Senate, and it is an interesting historical sidelight that 
Senator Beall, the late Senator Beall was one of the cosponsors of that 
resolution and his son, Senator Beall, has been sponsoring legislation 
designed to curb the Arab boycott today.

As originally introduced, the legislation would have prohibited 
compliance with boycott requests, but the Department of State and 
Commerce prevailed upon Congress to modify the bill to provide 
"flexibility" in countering the boycott.

One of the problems Act is that the Department of Commerce never 
welcomed the legislation, whether it is in the form of a mandatory 
ban on complying with boycott requests or whether it is the hortatory- 
type now on the books, because when Secretary Connor testified in 
1965 in legislation to extend and amend the Export Control Act of 
1949 he said, speaking of both types of legislation: "We still think 
that either one of these proposals is undersirable from the point of 
view of the foreign relations of the United States, and also from the 
point of view of its effect on many U.S. manufacturers and other trad 
ing organizations."

And then he added: "However, if it is the wish of the Congress 
that there be some such expression of policy, then we would prefer the 
House bill," which is the precatory hortatory type, rather than S. 948, 
which was the bill introduced by Senator Williams and which would 
have banned compliance with the boycott.

I submit that that negative attitude prevailed in 1965 when the leg 
islation was enacted has persuaded the enforcement and implementa 
tion of the existing law to this very day.

'Tuht 19 years ago this month, Mr. Chairman, the Senate in respond 
ing to the Saudi-Arabian discrimination against American Jews, 
unanimously adopted a resolution condemning efforts by foreign coun 
tries to draw distinction among American citizens on the basis of re 
ligion and urginir the executive branch to keep this principle upper 
most in mind when conducting negotiations with foreign countries. 
But these same discriminatory practices are still with us today and 
command the attention of this committee.



184

The only lesson to be drawn from this history is that if we are seri 
about putting an end to these practices, Congress must place an < 
right ban on them.

The, other aspect of the overall problem, the need to monitor fore 
investments, \ve have already testified in support of the Williams 1 
S. 425, before the Subcommittee on Securities, and I won't repeat t 
testimony here.

I would like to conclude my remarks before having Mr. Eisenh 
make his remarks by citing some sobering facts and forecasts at 
Arab financial power.

A recent study by Mr. Walter J. T^evy, a renowned expert in 
matters, estimates that the oil-producing nations will have a $7-mil 
investment income that is, apart from oil income this year, a fip 
higher than the total oil revenue in 1970. and that by 1980 their es 
ings on reinvestment of surplus alone is likely to reach $30 billion.' 
$250 to $300 billion surplus that these countries can be expectec 
amass by that time is two to three times the holdings of the West 
nations at the end of 1974.

This vast amount of money available for investment ineviti 
bears great potential for economic and political power over Amei 
This power is already beginning to make itself felt.

We 'believe, therefore, that it is not too soon to enact legislatio: 
protect, American business and American citizens from intimida 
and the other abuses this power carries with it.

[The complete prepared statement of Mr. Graubard and additii 
material received for the record follows:]
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Statement By

Seymour Qraubard

national Chairman

Anti-Defamation League of B'nai B'rith

My name IB Seymour Graubard and I an National Chairman of the 

Anti-Defamation League of B'nai B'rith. I appreciate, Mr. Chairman, 

your invitation to appear before this subcommittee to present our 

views on the legislation presently before It and on the danger! In 

herent in the situations which have proofed the introduction of 

these measures.

Our organization has been dedicated for son* sixty-tvo years to 

the preservation of our American constitutional principles and tradi 

tions. We support the legislation before this subcoanittee which IB 

designed to defend the American principle! at equal rights and oppor 

tunities against debasement by foreign investor!. By turning the 

spotlight on massive foreign investment, the proposed legislation 

will enable government agencies to coordinate their efforts to pre 

vent subversion of American public policy.

That our nation needs auch legislation is Obvious. The Arab oil 

producing countries amassed a surplus o? about $60 billion last year, 

and the most conservative estimate is that the surplus will reach a 

quarter of a trim on dollars by I960. These countries have made it 

plain that they would like to invest vast SAJM of this money In the 

United States, as well as to step up trade and business with American 

firms.

The Antl-Defaaation League, Mr. Chairman, is not opposed either 

to Arab-American trade or to Arab investment here. Indeed, we favor
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it as a means of balancing international payments. What we oppose -- 

what indeed American law and principle oppose   is the denial of 

individual rights and the outright religious discrimination that have 

been part and parcel ol . -ab business policy. 1 am not speaking of 

the economic boycott of Israel alone   which in Itself is repugnant 

to declared American policy   but more so of a vicious blacklisting 

of persons of tne Jewish faith, a practice which has already resulted 

in numerous violations by American business firms and government 

agencies of the nation's civil rights laws, and of the Constitution 

Itself.

The mixing of economic objectives with political objectives 

and religious bias is clearly an Arab technique. They have distorted 

the competitive rules o-' the marketplace by imposing a boycott on 

over 1,800 U.S. companies because of their ownership by Jews or busi 

ness relationship (in many cases tenuous or almost non-existent) with 

Israel or with other companies doing business in or with Israel. Arab 

discriminatory tactics have also been used against so-called "Jewish 

connected" investment banking houses such as Lazard Freres In New York 

and Paris, and N.M. Rothschild and S. G. Warburg of London.

The Wall Street Journal observed on February lU: "The black 

listing of these firms appears less to be an attempt to undermine Israel 

than an attempt to Inject anti-Semitism into Western business practice." 

The Journal continued: "The Arabs have had trouble distinguishing 

these two purposes throughout their 30-year old economic boycott of 

businesses with ties to Israel." In view of this currently increas'-ng
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Arab pressure on American business, we believe that more than a mere 

statement by Treasury officials is necessary to assure Americana .uut 

the huge petrodollar resources at the command of Arab nations will uot 

be used to undermine the premises of U.S. business, to turn American 

companies i:v«o political weapons aimed at Israel (or any other country), 

or to curb the rights of American citizens through sheer bigotry. The 

outrageous worldwide Arab boycott and the fostering of religious dis 

crimination tgslnst Americans by other Americans are, as President Ford 

stated on February 26th, "repugnant to American principles." We cer 

tainly must make certain that repugnant practices are not introduced 

into our national life.

Various American firms   exporters and banks   have told the Anti- 

Defamation League privately that they would welccme legislation enabling 

them to stand up against Arab demands. They feel, for example, that the 

declaration of American trade policy regarding boycotts in the Export 

Administration Act of 19&9 is an ineffective weapon because it is with 

out teeth, without compulsion, American firms are being forced, for lack 

of effective sanctions, to comply with and to ask compliance of others 

In a boycott which is contrary to our nation's declared -icy. On this 

point, Mr. Chairman, we commend your bill, S.953, amending and strength 

ening the Export Administration Art. I would like to quote a portion 

of the remarks you made in introducing it. You stated:

Boycotts and restrictive trade practices designed to 

support Arab policy are apparently being perpetrated with 

impunity against U.S. companies which have dealings with Israel. 

Thousands of O.S. firms appear on Arab boycott lists. There 

are also increasing reports, of discrimination against U. S. 

financial and investment institutions with Jewish interests.
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A number of investment banking houses have apparently been 

excluded from financings involving Arab investment funds. 

Reports indicate that last year more than half of all U.S. 

firms which had been asked to ccoply with Arab restrictive 

trade practices or boycotts directed against Israel had com 

plied. Die U.S. Government, too, has apparently bowed to 

Araj demands by agreeing to exclude Jewish personnel from 

Army Corps of Engineers projects in Saudi Arabia. SucL 

actions raise grave implications for an open international 

trading system, a non-discriminatory U.S. economic system 

and the conduct of U.S. foreign policy.

(Congressional Record, March 5, 1975) 
S.306U - 3065

Those words pointed perceptively to what are indeed "grave Im 

plications" arising from Arab activities « boycott, discrimination, 

intimidation, and strings attached to everything financial or com 

mercial .

I would like to mention a few recent cases of discrimination by 

American firms under the Impetus of Arab business which underscore 

these grave implications.

Allied Van Lines Internationfl of Chicago, surely one of the 

largest transporters of personal property in the world, recently dis 

tributed a brochure entitled "Customs Information." Under the heading, 

'Arabian Countries," which it lists as Lebanon, Egypt, Iraq, Jordan, 

Syria, Saudi Arabia, Kuwait, and the United Arab Emirates, the brochure 

states: "Shipper must check with the Consulate for approval of items
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to be brought into country. Item produced in Israel or by Jewllh 

firms or associates throughout the world are blacklisted." I em 

phasize: "Jewish firms or associates throughout the world." This 

is bigotry, not politics.

A firm named the American Bureeu of Shipping Technical Services, 

which is soliciting American personnel for its operations in Iraq 

and Bahrein, has turned down applicants because they are Jewish and 

has openly told them that this is the reason. In one case it wag be 

cause the applicant had a Jewish relative   aid surely this is pain 

fully reminiscent of Hitler's Nuremberg Lava. A few days ago the Anti- 

Defanation League filed a complaint against this company before the 

EEOC, citing violations of the Civil Bights Act of 1961*. This la not 

an isolated case; the League has filed similar complaints against 

five other American companies   firms which run the gamut of over 

seas vocational opportunities   charging tbem with discriminating 

against Jews to accord with Arab policies.

Among a number of other examples of boycott pressures which the 

League has learned about is a letter sent to an American firm by the 

University of Petroleum and Minerals in Dbahran, Saudi Arabia, asking 

for quotations and specifications on a number of products offered for 

sale. The letter states, in part: "Please do not quote on goods 

manufactured by companies who are included in the Arab boycott list, 

i.e., (BLACKLIST)." This means, do not quote on items made by any 

one of at least eighteen hundred American firms.
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Mohammed Mahgoub, Commissioner General of the Arab League's 

Boycott Office, has said of the Blacklist that it includes "ctmpanii 

when it is proved by definite evidence that they, their proprietors < 

controllers have Zionist inclination." Fortune oagazine, in quotlj 

this statement by Mahfoub in its lacue of July, 1975, comments that 

such "sveeping, convenient, and highly dubious" terms give the Arabs 

"freedom to blacklist almost at will."

Mr. Chairman, ye believe that it is obvious that practices such 

these can only increase as the Arabs' accumulation of petrodollars 1 

creases, so long as our government allows this. What Arab petrodoll 

have done in regard to illegal, employment recruitment in the United 

States, violation of government policy with respect to boycotts agai 

friendly nations, and exclusion of certain firms frco business contr 

is only a preamble to what will occur as the Arabs use their dollar 

invested in American business to control euid direct the activities 

such dominated corporations.

As Senator Williams recently said: "PetrodoXars can bi> used - 

and the boycott demonstrates that they will be used -- to advance ob 

tives which may veil be counter to our fundamental national comnitme

Existing legislati/e safeguards are clearly Insufficient to for 

stall discriminatory practices by foreign investors, let alone en 

present discrimination by American institutions that comply with th 

Arab boycott.

Nor is a government request for voluntary restraint sufficient. 

We have already seen how the declared public policy against boycott 

bein dishonored without shame by thousands of U. S. corporations. Vi
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are dealing vlth foreign national! vho have a different and often oppos 

ing foreign policy from cure; whose economic interests and objectives 

are at variance froa ours; and whose concept cf legitimate government 

action includes, for example, actively supporting terrorists who use 

indlscrimittte murder as a weapon of every-day policy. It vovud be 

foodhardy to believe that we can rely on their sense of ethict to ccopj 

with our laws, whether or not these laws contain sanctions.

Therefore we contend you, Mr. Chairman, for introducing amendments 

to the Export Administration Act which will remedy some of its defi 

ciencies, particularly in regard to requiring domestic concerns that 

report boycott requests also to notify the Department of Comerce 

whether or not they intend to comply with such requests, Your bill, 

S.953, is also valuable in that it authorizes the President to take 

action in carrying out U.S. policy ««ainst boycotts, action which could 

include curtailing economic transactions with countries which impose 

boycotts. We would, however, like to see added to it a provision that 

reports of boycott requests to the Department of Ccsnerce not be 

deemed confidential ~ as is the Department's present policy.

The Anti-Defaoation League -ia* requested, under the Freedom of 

InfCroatian Act, that undeleted reports of boycott requests be released 

to the League, but the Department has formlly refused. We have even 

been denied access to the charging and warning letters Bent by the 

Department to exporters who have failed to comply with the require 

ment of the law that they report receipt of such requests. In the 

meantime, Just the other day Senator Williams announced th»; as a
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result of efforts on his part he has received front the Department pre 

viously undisclosed (buM still incomplete) information regarding such 

reports.

The information which the Senator received Is profoundly disturb 

ing. It includes the fact that there has been an astounding increase 

in the dollar-value of U.S. exports Involved in the Arab boycott -- 

from $10 million In 197U to a 197; figure now approaching $2<A million 

  and that many of the largest U.S. corporations are Involved. These 

facts point, ve believe, to the dire need for legislation in addition 

to that which is being considered today -- namely, legislation to pro 

hibit compliance by U.S. firms with boycott requests. The hlrtory of 

the last 20 years shows that mere exhortation by Congress has be«n in 

effective in dealing with these boycott tactics. If anything, as we 

h«/e Indicated, the boycott has intensified in recent ninths. The antl 

boycott provision of the Export Administration Act, first enacted in 

1?^5, as you have pointed out, Mr. Chairman, has not curbed the boycott 

notwithstanding the clear and unequivocal statement of U.S. policy 

condemning the boycott. In that Act as originally introduced, the 

legislation would have prohibited compliance with boycott requests, 

but the Departments of State and Commerce prevailed upon Congress to 

sjdify the bill to provide "flexibility" in countering the boycott.

And just 19 years ago this month, the Senate, in responding to t£ 

Saudi-Arabian discrimination against American Jews, unanimously adoptee 

a Resolution condemning efforts by foreign countries to .iraw ULstinctlc 

among American citizens on the basic, of religion and urging the Ktecuti 

branch to keep this principle uppermost in mind when conducting n^gotlt

BEST COPY i~.Wb4.
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tions with foreign countries. But these same discriminatory practices 

are still with us today and command the attention of this committee. 

Qie only lesson to be drawn from this history is that, If we are serious 

about putting an end to these practices, Congress must place an out 

right ban on then.

The other aspect of the overall problem ~ the sed to nonltor 

foreign investments   is addressed by the William* Bill, S.U25, 

and the other bills 'being considered today. We ccnmend. In particular 

the Williams Bill, which, as an ftmffralment to our securities lavs is 

within their spirit of disclosure and a natural extension of the report 

ing requirements for the acquisition of shares in public companies. We 

commend it for empowering the President to block foreign investments in 

U.S. companies prior to acquisition, if he finds it necessary to pro 

tect the national security, further the foreign policy, or protect the 

domestic economy  f the United States. Commendable also is the amend 

ment to the bill offered by Senator Williams, which requires the 

President to prohibit any such acquisition If the foreign investor has 

attempted to coerce American firms into boycott compliance. The 

Williams Bill also contains what ve consider to be useful and effective 

enforcement provisions.

The Stevens Amendment No. 393 to the Inouye Bill, S.1303, is to 

be suppo-t'-d for its inclusion of domestic businesses other than public 

companies as veil as for foreign investors who acquire real or personal 

property. It does, however, lodge the power to control acquisitions 

in the Secretary of Commerce rather than the President, and past ex 

perience shows that the Secretary may be in need of clear legislative 

guidelines.

ELST G:/J
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The Roth Bill, S.995, would reach only investnenta by foreign 

governments or agents thereof.

The Inouye Bill itself, S.1303, vould create a monitoring ad 

ministration to collect Information on foreign investments. It 

contains, however, re provision for regulating such investments or 

for prohibiting Investments which are contrary to the national 

interest.

Mr. Chairman, I will conclude by citing sobering facts and fore 

casts about Arab financial power. A recent study by Mr. Walter J. 

Levy, a renowned expert in oil matters, estlaates that the oil-produc 

ing nations will have a $7 billion investment Income   that la, apart 

from oil income   this year, a figure Me*""* than the total oil 

revenue in 1970, and that by 1980 their earnings on reinvestment of 

surplus alone is likely to reach $30 billion. The 250 to 300-billlon- 

dollar surplus that these countries can be expected to amass by that 

time is two to three times the holdings of the Western nations at the 

end of lyjh.

This vast amount of money available for investment inevitably bears 

great potential for economic and political power over America. This 

power is already beginning to make Itself felt. We believe, therefore, 

that it is not too soon to enact legislation to protect American busi 

ness and American citizens from Intimidation and the other abuses 

this power carries with it.
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DISCWSURE OF 

BOTCOTT COHFLUSCE AND SELF-IBCEIHIHATIOH

: Does miniated disclosure of intended illegal activity run 
afoul of constitutional protections agtinst self-incrialnatlon?

Proponents of the strengthening of the Export Administration Act prcrrtsions 

regarding boycotts of friendly nations have supported mandatory disclosure of 

Intention to comply with boycott requests, even though compliance vlth such 

requests Day be illegal under present or proposed United States laws.

A review of pertinent decisions appears to indicate that such mandatory 

disclosure would, Indeed, violate the rights of a natural individual illegally 

complying with the boycott. However, the vast majority of United States compan 

ies, being corporations or other entitites, do not have such a privilege.

In 196B, the U.S. Supreme Court, overrruling a previous case, held that 

statutory obligations requiring bookmakers to register and pay an occupational 

tax under federal wagering tax statutes violated such individuals' Fifth Amend- 

aeot privilege against self-incriidnatlon because compliance vlth the statutory 

disclosure requirements would confront then with "substantial hazards of self- 

Incrlainatlon." (Harchetti v. U.S., 88 S.Ct. 697 ^9687; Groaso v. U.S.. 88 S. Ct. 

709 ^9687. See also Haynea v. U.S.. 88 S.Ct. 722 £9687.)

In other cases, the Court has distinguished a general requirement to report 

information in "an essentially noncrlmlnal and regulatory area of Inquiry" 

(California v. Byers, 91 S.Ct. 1535 /&71/' upholding a California State require 

ment that motorists involved in accidents leave their identification). Mandating 

the reporting of intention to comply vlth an Illegal boycott request would appear 

closer to the former than the latter category.
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While Individuals acceding to *cycott requests would, therefore, be consti 

tutionally protected from the necessity to report their wrongdoing, a long line 

of cases sake it clear that the constitutional privilege against self-lncrlaina- 

tion cannot be utilized by or In behalf of a corporation or other organization. 

(Hale r. Hentel. 26 S.Ct. 370 $&£}> and later eases. See especially 

George Caapbell Painting Corp. v. Reid, 88 S.Ct. 1978 £*.<#$/•, California Banker* 

association v. Shultz. 9>« S.Ct. l^ £971*7). In anted State* v. White, 6b S.Ct. 

12U8 /TgW*/, the Court held that an officer of an unincorporated labor union baa 

no privilege against self-incriainatlon in his official capacity, stating that 

Individuals, "when acting aa representative! of a collective group, cannot be 

laid to be exercising their personal rights and duties In order to be entitled to 

their purely personal privilege! ... The constitutional privilege against self- 

IncrlainBtlon is essentially a personal one, applying only to natural individuals. 1'

Clearly, the vast majority of Aaerlcan businesses would not be entitled to 

such a privilege. Hie requirement of disclosure vlll therefore be a valuable 

tool to combat the Boycott. The requirement can be waived for the occasional 

Individual for whoa it wrald be constitutional.'^ defective.
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3.953 AHD PHBIDHniAL KHHRS

8. 953, Introduced by Senator Stevenson, nmenillng the Export Administra 

tion Act of 1969, contains the following proposed language vlth respect to the 

ligleMntation of the section concerning foreign requests for American firms 

to participate in a boycott:

"... For such action as the President nay deem appropriate to 

carry ctt the policy of that section, including the curtailment by 

any U.S. concern of exports to, and inrestoents in, or any other 

economic transactions with countries which ijapose boycotts or 

engage 4n restricted trade practices as specified in that section."

It has been suggested that the proposed amendment is unnecessary, as the 

President already has such powers under existing law.

It would appear upon examination of the present language of the Act, and 

its legislative history, that the statute indeed now gives the President some, 

but not all of the discretionary powers the proposed amendment would confer..

The Act, 50 App. 8 21*01 et sen... contains In Section 2lKE, various 

declarations by Congress of foreign policy of the United States, including a 

policy opposing boycotts of friendly cations. Section 2l»03, (b)(l) states:

"To effectuate the policies set forth in Section 3 of this 

Act [section 21+02 of this Appendix1 the President may prohibit or 

curtail the exportation from the United States, its territories and 

possessions, of any articles, materials or supplies Including tech 

nical data, or any other information, except under such rules and 

regulations as he shall prescribe ..."
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This language appears on its face to endow the President, with power to 

control exports In furtherance of our foreign policy, Including opposition to 

boycotts. An examination of the legislative history shows Congress' inten 

tions. The Congressional Record of February 17, 19^9, pages 1367 et sea., 

contains a transcript of the discussion in the House of Representatives on the 

adoption of the Export Control Act of 19^» one of the present law's predeces 

sors. Mr. Sabath, who Introduced the bill, remarked as follows, "... the bill 

is relative to the control of the exportation of products that are vital to the 

nation's internal economy as well as to its eirternal security. It provides for 

the continuation of the President's authority to control this vital link in the 

chain of the nation's welfare." (Page 13^7, column 3).

The Export Control Act of 19^9 was extended in 1963 and amended. (The 

section declaring that it is U.S. Policy to oppose boycotts was added at this 

tine). The 1965 Senate report describes the purposes of the bill as follows:

"The enactment of the proposed legislation would serve three 

principal purposes ... third, it will furnish the administration with 

clear legal authority to protect American business firms from compet 

itive pressures to become involved in foreign trade conspiracies in 

countries friendly to the United States." (U.S. Congressional and 

Administrative Hews, 1965, page 1826.)

Mr. Stevenson's proposed amendment, however, would give additional powers 

to the President, namely, to curtail Investments in, or any other economic 

transactions with countries which impose boycotts or engage In restricted trade 

practices. Such Presidential powers are found In the Trading with the Enemy 

Act, 50 App, 5 (b)(l) although under the latter act, they may only be used
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during a time of war or national emergency.

tte proposed language of Senator Stevenson, would clarify and expand 

the options available to the President to take firm and effective action to 

carry out, In bis discretion, the announced Congressional policy against 

boycotts. Its passage would underscore the Congressional Intent that Ameri 

can citizens be protected In this regard.
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WASHINGTON. D. C. OFFICE

ANTI-DEFAMATION LEAGUE
OfB'naiB'rith 

1640 Rhode Island Avenue, N.W.   Washington, D. C. 20036   [202) 393-5284

August 13, 1975

Stanley J. Marcuss, Esq.
Counsel, Subcommittee on international

Finance 
Washington, D. C. 20510

Dear Stan:

I thought you would liks to see a copy of the 
letter we sent to Secretary Marten earlier this week 
charging the Commerce Department with cooperating and 
assisting in the Arab boycott by disseminating foreign 
tenders which include boycott provisions against Israel.

If it's not too late, you may want to include the 
letter in the record of the Subcommittee hearings.

Sincerely

David A. Brooy

DABsebo-' 
encl.

WUHWHFOMWI 
UMMMp

TXOOOREH

I YrHC HffldLO 
PuMcRMm 
J WHXTSAKS
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ANTI -DEFAMATION LEAGUE

UTOMM. CM4MM4H

» LBUMOTON WtMUK ____ 

W»...N.Y.IOM AllgUSt 11, 1975

Secretmx^T
Department of Piemen i
Waihtagton, B.C. 20830

Dear sir:

, Bill letter it to protest the cooperation and assistance of your 
'BesertmwA in tb* Arab boycott operation* against the State of Israel.

'•"" Bnr1nstd is a xerox of a nationally disseminated letter fron tte 
Depertmwnt'* Office of Busln*** Research and Analyst* to Which the 
Deptrtant attached a June 1975 ccsssmleetion from Iraq.. Tou will not* 
tint -the Iraqi communication i» a tender to porch*** 3,550 pre>ce*t (pn- 
fatarieeAed) buildings, tbe tens and condition* of which incline a boycott 
prorl*ion against Israel. Paragraph Bo. 13 reads as follow:

"Country of Origin! Tbe tenderer should not incorporate 
(sic) this tender anr arterial tbat has been naaufactured la 
Israel or by eoaneaies boycotted officially by Iraqi 
Qorernaent. (Epphaai* oars)

Vhen the setter ceas to our attention, ve telephoned the Coesjere* 
DepartsMit desk which circulkted this national Bailing. Mr. Charles 
Pitcher, the writer of the cireoZu letter, advised us that it is routine 
practice to di>*esln*te snch tenders as they *rrive from foreign leads. 
In so» cases, we were told, the Oueneius Departnent "writes them op"; la 
other cases, ti» distribution Is arranged by comjuter. We were irfoned, 
too, that these tenders are received by Ccmneree from the U. 3. State 
Mpeztaeot. Oe letter itself states that Coaneree received the tender 
front a "n. S. Foreign Service Post".

With tbe foregoing in hand, in assigned one of our representatives 
to visit yonr Deparbetnt of Domestic and International Business-Xrade 
OpweitiflO Office, and ««^<"« tenders that have been distributed by it 
from about June 197!* to the present, pur search only spot-checked tenders 
from Iraq, Saudi Arabia, Ubya, Syria, Qatar, Egypt, Lebanon, Jordan and 
Be United Arab Bmtretes. We found at least one other instance In which 
your Department distributed a tender containing Arab boycott provisions. 
In the Department's Iraqi folder, there is a bid received Much It, 1975 

. invitingtendersvftjr a-supply- of industrial locoooUves :f or the- a
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Hon. Rogers Norton - 2 - August 11, 1975

Cement Public Company, P.O. Box 5, Saoavah, Iraq. Attached to the stan 
dard telegraphed faro from the Trade Opportunities Officer, is a listing 
of 'General -ferae and Conditions." It states in Section 13: (titled 
Certificate of Origin)

"Tenderer most submit certificate of origin specifying 
that the goods are not of Israeli origin, not the company 
haying a branch in Israel, and that they will not be shipped 
on Israeli or blacklisted vessels. This certificate most be 
legalized by the Iraqi or any Arab eon mil ate or representative 
and in the case of their non-existence, legalization by 
dumber of Couimce or Industry in the Country of Origin or 
port of shipment will suffice."

In addition to this latter instance, our search at the Department 
turned up other questionable informational requirements in tenders 
circulated by Commerce; questionable, bee»"-» If complied with, these 
provisions would enable the Arab country to take the next step of reject- 
lug bida that violate their boycott rules. For example:

1. Egypt: bidders must submit offers through Egyptian
comnareial companies or through an Egyptian agent (which 
toy limit freedom of trade by having to <;o through such 
contacts).

2. Qatar: in a bid for tenders received September 2k,
re Communication Pipes, "Tenders should include product's 
country of origin and nane of producers..."

3. Libya: bid for tenders received August 16, 1971*, requires 
bidding through Libyan agent. Further, this bid request 
for x-ray diagnostic units for eight Libyan hospitals 
states "Restricted Tender Board can reject any tender 
without explanation."

Because your Department advised us, as indicated above, that the 
tenders it disseminates are received from the U. 8. State Department, we 
communicated with that office. There, ve talked by telephone with Nicholas 
Lakas, the Director of the Office of Coaaerelal Affairs, who promised to 
look into the natter. Because the subject is so inportaot, ve are writing 
to you, copy to tbe U. S. Secretary of State, pending the results of his 
Inquiry.

It is Ironic that your Department distributes warnings to American 
companies to remind them that the provisions of the Export Administration 
Act require a report to the Department of any request for boycott compli 
ance -- while your Department itself is disseminating proposed purchases 
which include such requests for Arab boycott. We wonder how many companies

A\^'
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Hon. Bogers Marten - 3 - August 11, 197?

receiving these  *< V >'e* have reported, as required under the Act, that 
the Conerce Departaect Itself is guilty of violating the publicly 
announced policy of our governaeiit.

We ask thst the Cconerce Department comply vlth American ptblic 
policy as set forth la the Export Administration Act, which oppose* stib- 
oission to boycott Hftmitft at friendly countries by other foreign paver*.

Very truly TOUTS,

Qrmubart 
national Chaima 

BO:nk

cc: Boa. Bsory A. Kisiinger 
Secretary of State 
Departnent of State 
Wwhiagton, B.C.
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UNITED STATES DEPARTMENT OF COMMERCE 
The Anlstant Secretary for Domestic 
and International Businasa
Wnhiniton. O.C. 20230

Mr. Seymour Graubard
National Chairman
Anti-Defamation League of B'nai B'rith
1640 Rhode xalaod Avenua, H.W.
Washington, D. C. 20036

Dear Mr. oraubards

This is in response to your latter ot August 11. 1975, to 
Secretary Norton in which you advise) that it has cons to your 
attention that this Department recently disseminated to 
interested American firms a bid tender for the purchase of 
pre-caat buildings by the Government of Iraq which contained 
a provision excluding the ua« of materials of Israeli origin 
or materials manufactured by firms boycotted by the Govern- 

. merit of Iraq. .- -..

We were quite distrubcd to learn that, contrary to longstanding 
Departmental policy, copies of this tender and other trade 
opportunity documents were disseminated without attaching 
thereto a statement of United States policy opposing such 
restrictive trade practices and requesting the American firms 
concerned not to comply with them. Secretary Horton appre 
ciates your bringing this matter to hia personal attention. 
In order to avoid this occurring again, we have instructed 
appropriate officials in the Domestic and international 
Business Administration that henceforth a statement should 
be stamped on any documents containing such restrictive trade 
clauses which are disseminated by this Department. Such 
statement will direct the reader's attention to the particular 
restrictive clause and advise him of O.S. policy in opposition 
thereto.

Although the issue of discrimination because of race, color, 
religion, sex or national origin does not arise in the case 
you have cited and, in fact, very seldom arises in connection 
with an Arab boycott request, I want to assure you that 
tenders and other trade opportunity documents which would 
have the effect of discriminating against certain 0.S. 
citizens on such grounds vill riot be, and to our knowledge 
have not been, disseminated by the Department of Comoerce.
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Thia Administration is fundamentally opposed to the prend -a? 
upon which the Arab boycott is based and the Department of 
Commerce has made every effort to acquaint the business 
community with the declaration of united states policy 
currently contained In Section 3(5) of the Export Administra 
tion Act. The Department form on which exporters report 
receiving Arab boycott requests includes a statement of that 
policy, prominently displayed at the top of the form. 
Reprints of thi' ?orm and of the pertinent provisions of 
the Export Administration Regulations were recently mailed 
to approximately 30,500 U.S. firm* which are listed In the 
American International Traders' Index. A copy of this 
document is enclosed for your information. In addition, the 
Department haa issued several press releases over the past 
few months concerning our policy towards the Arab boycott 
and actions taken to enforce our reporting requirements.

We do not believe that any useful purpose would be served 
if the Department of Commerce) refused to disseminate bid 
invitations subject to restrictive clauses, thereby denying 
U.S. firms prompt access to business opportunities in the 
Arab markets which they are lawfully permitted to pursue. 
Our firms night to some extant compensate for loss of this 
source of information by attempting to obtain the oppor 
tunities directly from Arab sources or through private 
trade channels. Forcing then to do so, however, would 
put them at a competitive disadvantage with foreign competi 
tors having prompt access to such opportunities through 
their own governments. The approach which we have chosen to use 
in handling these trade opportunity documents affords us the 
means of reminding American firms of the U.S. policy of opposition 
to such restrictive trade practices, before such firms have 
decided In the exercise of their business judgment, whether or 
not to comply with the particular Arab boycott request.

In conclusion, a refusal by the Department to disseminate 
such opportunities could have an adverse impact on our 
balance-of-trade, and Jnoraaae unemployment in the United 
States without having any impact on the worldwide application 
by the Arab countries of their boycott against firms engaging

58-527 O - 75 - 14
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in extensive commercial relations with the State of Israel. 
We firmly believe that the only means of ending this boycott 
rests in the successful settlement of the Middle East conflict 
and the issues underlying it. I am sure that you share <vir 
hope that such a settlement will be achieved in the very 
near future.

Sincerely,

Chazlea W. Hostler 
c-'Daputy Assistant Secretary 

for International Commerce

Enclosure
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V
U.S. DEPARTMENT OF COMMERCE 
Domestic and International Business 
Administration
Wsr.htngl.on. DC. 20330

Gentlemeni

The following trade opportunities have been submitted 

to the Department of Commerce by U. S. Foreign Service Posts 

overseas.

If you are interested in any of these opportunities, 

please contact directly the person listed on the enclosed 

telegrams. 

Sincerely,

Charles B. Pitcher 
Construction and Building 
Materials program 
Office of Business Research 
and Analysis

Enclosure
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.'TiiGIiEi? ii. SPEC TF_CC ;_r T 3rrn
1. Scope of the tender: 355" houses; precast concrete to be established

ir. t'-.c foJ.lovrin£ crc£,o:«-

1300 houses in En^hdr.d locr.tod as

700 ho-jsoo in Wozii-iyah
SCO " " AJU Chraib
100 " " Al-Tr.Jl

1000 ho'.'aea i.: Ia!a-.ndr.tlyah
':-00 '' " Uiycla
ICO " !i Ku'i

2. ?recB«t*4 concrete bulluin^s are pi-oCerreo to pretested concretn houses*

3. In caul ef buildings;, tlicy ',/ilt 'x or three floors only win I: 32-4C 
apa^tuento in encli buil<iinc«

4. Iniividital ho-^sos to be . » c.bout 30 Epv.nrc ucters eccl-. nith a sr.rde»^)J 
7^ 3c;u-ru "ctcr's, Guil^cblo fov 1'ivo ;x>voor.s to live in cr.cl conciats o*:

2 Dodroor.:3 T. livi^-E ?°v^ 1 Hr.ll
1 Kitchf.'. i "or !.!irooc nitli c::ouor r.r.d 1 ff.C. o* oriental
 ^ypo to bo oep?-ratec! fron tiio bc-throod.

5« ^r. cose of individual Jouscc, tho roor nill 'jo level to enn'jlo inhe.bibtr.t.1
to yso it ns a sleeping place ir. B::r.".or niijhtE tad tliero s'.iouicj bo ir.iiic
s-.".irc-sj Tor "lihis pur^oso. '

6. 2f.c'i horse ir. Br.ak-ch croc 'should be ocui??oc! olt:: sirconditionirG ur.it
a:-.d in c:.ne o^ b::i!i:in-s, tho build!".- c'..ov.Ld be coi-.ti-r.lly nir-ondiLio-ocI. 
Ac fox- ::or.sos/i'.ii'.c!ir-.e:s in ot:-.or erc:.E, thay chauld bo eruijpciJ wiih 
i'Jctin.': systo-. for Sa.sci-i coolers.

7» Ecch !:o. 'so B!JOU"."- bo cquirjf.ocl \/ith oil hosier Tor i:ot nater^

8» All roorj; should be oo.'.ip^cd t»it!; olectricr.l polnta Tor coiling fans.

9. OTfor!: shoulJ ir.cl'.ijo ell utilities "or t-.o-jniu- echc^cs in oich group 
  .. a" houses, i.-. jvlui-.ry oohoot, n.-.:-!:ot, cjciil centre, r;Iic-.l oer.trc etc.

10. Any other suicn'olo r.ltornr.tiv'e wili bo t'.Icor. into conaidorr.tian.
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*.-.:_* AH cz'-OT PUBLIC CO:.;PAKY 
.P.O.

1} Technical Specifications:

The tender docuir.ents submitted Sy the Teaderar shall include 
the f ol lowing :-
a-Pull description arid detailed specification of offered goods'. 
b-Othar pertaining information Puch as Catalogues, pamphlets 

Analysis, Samples if requested, Standards etc. <

2> V'eights & prices ;' " "" '" .  "
. Tenders should bo itemized as far as possible giving nett and 

gross weights. Itemized FOB pricou should be given. 
Estimated freight charges and* total CiP prices to Basrah and 
Baghdad should also be' stated.
Currency should be of that (if Country of Origin of goods. 
Type of packings Suitable for export, details should clearly . 
be stated..

3) Validity!
The validity period of the tender submitted should be not lees 
than 3 month from closing date of submission of tender, 
confirming firm rate'.

, 4) Terms of payment! Insurance_& Letter of Orodit

: ' Both letters of Credit & Insurance shall bo effected by Saxav/ah 
  Cement Public Company.

5) Neutral Teats:

Offers ara to include an acceptance statement to tho effect 
~t that Sanawah Cement Public- Co-.vpany, may appoint a competent 
4 Neutral party at its expense to ir.spact material on order and 

: issue relevant t.o.at certificate to the effect that the material 
being shipped conform ir. all raspocts with the agreed noon 
specifications. Bankers affected payment willonly do BO upon 
receiving a copy of such certificate which hava been approved by 
Saraavvah Cement Public Company.

6) A complete set of documsnts  sf)uod with each tondor may bp
Purchased by'siny person dcsirir;:; to participate in the confiden-

" . tial tender, against payr.or.t of an amount fixed by the Company 
for each tendar. 
This anount -ia not ' refundable under any circumstances.

7) The closing date of submission of tender will bo not latter 
' . than closing office hours on Ji]3t~/5

t Tenders received aftor this tipc and date ohp.ll not b3 accepted.
8) The Company does r.qt bind itself to accept tho lowest tender.
9) Tenders not complying with our specifications and terms shr.Ti 

be neglected,
10) 'Tenders should bo gubmii.tc4 in p.ix copies,
kl) TendefVara 'to bo submitted in sealed -onvnloper., clearly 

in'dicating subject of tender, Sanploo if rccaiirod should be- 
sent under separata cover marked clearly with the reference 
number and subject of tender.
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 :,."... - 2 -
3) Tenders are to be accompanied by fe preliminary bank deposit 

i,n favour of and payable to the Samawah Cemont Public Company.
• -tor the sum of 5% of the ?03 valuo of offer'ao a guarantee of
  good faith.
.The deposit will be returned to unsuccessful. Tenderer after 

  6 .Calendar" months f yon closing -date of tendo-r.
3)' Certificate of Origin '
: '.Tenderer must submit: 
.a) Certificate of origin specifying that the goods are not

of Israeli Origin not the Company having a branch in Israel
  <. :v and that they v/ill not oo shippad on Israeli or Black listed
  : Vessels. This Certificate must be legalised by tho Iraqi or 

.' '   any Arab Consulate or representative and in case of their non- 
existance, legalization by Chambor of Commerce or Industry in 
the Country of Origin or port of Shipment will suffice.

i bT Country of origin and port of shipment of gooda.. 
o) Delivery period.

-" WOTE3:

on acceptance of an offer, Samawah Cement Public Company will -require 
, the following:-
a) B-nk Ourantea.

,   b-

Such a guarantee is requested by SamawaH Cement Public Company 
its amount will not excoed 5 percent of FOB value of offer and 
should be valid six months after the date of last shipment.

b) Proforaa_Invoi ea
Confirmation of.order ia to bo accompanied with 10 copies of 

. . proforma Invoice!
 c) Validity of L/C

  , SIa~to the regulations of the Central Bank of Iraq, I/O can not 
. be opened for more than a period of 5 months, however in case of 

. ' the.delivery poriod being graater than eight months the L/C will 
k bo extendable prior to expiry data to covar tho full period delivery 

time. . .
d) Shipping Harka

Shipping narka to bo mentioned on ahippins documents as fnllows:-
, . SAI:.A-..; AH CE?EKT PUBLIC COLONY. 

SAIUV./AH \voaKS
ORDER NO.

~.'ft) If the-Tenderer- fail to delivar the r.atoriol in aooordanoj viith .. 
the conditions, The Sama-.vah Comant Public Company shall cash the 
bank guararitee submitted by tho Toniloror.
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mi ANT1DEFAME

ANTI-DEFAMATION LEAGUE OF B'NAl B'RITH
315 LEXINGTON AVFNUR, NEW YORK. N.Y. 10016. TEL 689-7400

1IMI E KMI1

SSil.EL August 13, 1975

Hon. Adlal Stevenson
Chairman of the Sx&cccndttee on International Finance,

Conaittee on Banking, Housing and Urban Affairs 
5230 DSOB - Room 5310 
Washington, D. C. 20510

Attn: Mr. Edward C. Dicks
un IUJMII tiaita
•MTM*i'uiiK Dear Senator Stevenson:
taunnMNHM
!^Vu*"'*i* Complying with the request Bade of us when ve 

testified before your Bubcondttee on July 23, 1975, w 
are enclosing documentation concerning the Arab boycott 
of Israeli-connected firms and American Jewish fims. 
Also enclosed are copies of charges filed by the Anti- 
Defamation League of fl'nai B'rlth against sone American 
fims alleging that they discriminate against Jews in 
overseas enployjaent.

We trust that this win be helpful to you. 

Sincerely yours

2^^

in / Assistant Director 
.^. jjp/mac ; Civil Riglits DiTieion



213

.,. „ ,. in the boeirinlns of 19?4 C.MOU ,nnd ' * 
D 'sviratttcd , to- the, Organization, a propaari »da$c4 2aV: ;-"' 

• ijciy. 197* 'for ''the ostnblishiiont of a plr-nt for tho.'jwo-V 
u^Juo'tion of' Bponjo'iron at Alexandria (Subjcicl^to the aVail-

ii1 of 'i&tural G 20 °n site?) oh. the baalo of a, capacity. -^ 
;*'of i'i.5, UiUioa. Tons/year (hereinafter tailed tho "WAKtV) ...
'"'' ' - ' • ' ' ••

..•,. -, .. ,
C^ITaii K1H and ITABllU. f&thep -proposo ,

i •• i t f • • . ' ' ' , -i' ' * • . < • •;,- 'ip, •participate', on a-- Joint ventxiro basis, in a joint stook ' 
' Egyptian- oonpany to be fcr-mcd for the: 'PLMIT under lev/ B°43 . . 
'"for tha year 197* concerning .the Invcatncnt of /jrab w»4' ^ •

ae Zonoa, and, . .,\'"'i ' , r ' ''' ' v". . 
•.,: r- \iHEREJJS, it is intended thai; the oaid company _ . ' 

o' .as -o,<iuti-;' Ebtarcholdcro, Iho Organisation^ •C.J10Hj( '.' ' ' '' ',.. ,. ; . , , ,, ,-. -»- .;•.. ,.
£'! i'V L ' ,. •', WEEEAS, tho Crganizotioh afgned.bn'16 Apsl^l' . ...

pofotocpi v;ith CvETOil by. v.'hich C.ITffj -ond CVRD-v/ore v '•••-.••••'•.-'..•-•• •-• -

.rr-16cl''but by the'Cinoultantonytho basis of' n',oapa^'
fi^fi 'rilllcn tqns'v por''y*or 'nhd,';.' '.V''.'']^ •.';"' . ^l^^. /'.'. 
' - '' 'tB, thc^pcr-tilOB f ind it ;«oc9dbary'toh4vo ' ,;

-A * ' ; ••-&«. i 4-' • t , • t j; •• ".(*•--,•' t' '.t-- ,'-'--t Efrudy.'icrricd out' av rori"?'

^'ycar;ris a'*s6oofui otdsoj "...-.. '''-.'•-I •'••;"- '•••^, '":'', '' .' "'•''''''^--',\ 
•lyi-.*^.' « /"•"/' WDOffl/iS j; the' partifc'fl' h'c.ye'-.c'oncluded"Bn''>.c;re'o^'1 . v ., 
%pqnt botwoen. ^heriiseivoa1 to o"arr/'out Vhls foantb'.''" ^-''~"~- J ~ '
HUJ: ^ _ f >\^. . j i •- , . ", ~ i^. * T • ••'",, •

^ )V1.i^.^'"-'/''.....jBHEW5tsJ i.'thb Consultant aecop^e .to o'a
'*S r f^**.„** 4'^* Jt *>*'r. *,t\,f\ J J^". r.^*.<I_. ~ V— •« i _«.^_^ ^»_ ft ' ..4 A.U '' A.V,

BEST AVAILABLE COPY
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'Arfrlclo-l

OBjTTCT OP 'I*! 1? CO!7TH,'.CT

Tho. .Owners hweby cppoir ' the Consultant for tho 
currying out of the feasibility study as specified- in1 this 
Contract and tho Consultant accepts the appointment on- IhV. 
terra and conditions not £o;?tU in thin Contract,

SCOPS OF jrpriicj^m cgo!fflT::.\?Toii

2.1 The Consultant shall carry out the said feasibility 
ctv.dy within 100 days of tho r.innir-s of this Contract 
or on October JleL 19-74 whichever in tho later.

2.2 The cco'pe of v.'ort;. tho contents! details, and time
Bchciulo for the said -Coasibllity ctudy are specified 
in Annexe' Ko. I to thin Contract. The activities of 
onch party have also boon included. EO the/!; tho i-e-^- • 
c.vJ-i'ed data will be rnndn available, no scheduled, -to
•the Consultant., Del'ayc in the rocolpt of data so - , 
EohcdTilcd viill t>o ubnotbo^ J.nto tho cchedulo to the 
extent pooEible. • . • ' ' ,

2J3 O.'TKSI Ehnll be tho roprcEentatlva of tho O;,TICTB 
towardn the Consultant only Tor coordination of nl T 
nctivitieo sot out in Annexe Ho. I, provided hov;evci? 
thnt in r.o circunstr-nocn ohnll C.Il'OII bo liable for 
the coi-!!;bquencce of dof nult by any othor party In '

•pcxjf oral JIG *ho dutioB ai;ci(5ncd..to. it in caid Annexe 
Ko. 1.

^ ^

AT-tlc.lo 3

Ai:D_DBLIVFl!Y QT TKTLFR.'.SmiT.TTY STUDY

3.1 Tho feasibility ctudy inc'ludlnc all tho data anl.
documents prepared by the Consultant rh.-.ll bo wrU.t^- /•) 
ten In tho English Iwnruajo and cctoblithcd ixi tho * 
r.olric r-.,v.".tcn. •. ' '.,

'3.2 Tlio Cou.Miltaut r.linll proparo and deliver tho foaoi— . | i" 
• •• .'bilHy r.tudj' nnd l-pertinsnt document.': to tl\o O-.-.i-.ui'
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" -i Artice 10.

.1 yhe Conrultrmt shall pc'rforn Ito services 03 
nn independent contractor in accordance Tilth its ov-n. 

, pothods, this Ccntr;-.c1;, and applicable lav/r. and rrceula-
•'tions. . . •- , '•.•:• . • . •*- ' ' i .
-*'...'' . - ;'.-..• ..',<• ,

Tho Concultnnt r.^rccn to corrtct any" dtfiolcnaies rp— 
EUltiH2 'Troa its nocli-ccnt pcrforn."-nco of It a EOi'vict.n 

' v/hich arc diccovcrcd o.nd • reported to tho .Ccncultant 
Within ono yccu1 frca the dato of ' corjplotion of its ser 
vices horour-aer, , ' ..' • ». •"• ..

Tho Consultant' shall only be liable - to touorn for,tmy 
Iocs or dc.nace aricln,", out of, ,or in connection. tiith • - 
Cousultant's necli^cnt porf omaricc o£ the Contrac!;,. . ' 
EXioh licbility not to exceed tho 'cospcnoatlon received 
by Concoltant horoimdcr. , ' '' "•,.,- 
Undor no circura'Btanccs .shall Co-.irultcnt end ita

•.•'contractorn bo lir.ble to Oivnoi-r, for . :ony co 
... 'dnncgcc. • ••

Ar'ticlo 19.

• 19.1 Tho Consultant hereby declares thnt-ho doea.not
pocsoa'o cnyiilwit-, firn or brnnoh in' Israel, 'thct- 
ho doeq not participcito in t\!iy firm or coipany cc- 

f , tablichcd ii. Ir.r.ioi <xnd that ho has iiot any. supply . 
Dionufr.cturinc; nosonbling' licence or technical aacir-: 
tanco contract v.lth any firn, company or poraon c=—

-." .'. -.tablir.hcd cr resident in Israel. . .

19; 2 Tho Consultant further undertaken not to havo oitlvsr 
. . '• ' by himself ov throuch J\n intcrincdlci-y nnj' eueb. r.ctl— 

vity with leraol and not to contribute in any way to 
ooiiEoliclato tho oconoiry or nilitary cf forto' iu lorr.oi

-19.3 Should the Orcanizatlon diooovoi- nftcr sicnins this."" 
contract that tho Consul ten I- ic bvc.-.V.ir^; his oMi-r-

:4
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V.-.. - . . .
;/t6 car.ool tho-, contract by K Dimple noticojiofitr -to: 

• "tho Obncultonti ''undor rccli'tora*! coVor vil'thouY I'P9-— '. 
| 'ju4i(to,,-to tho OrgcniKfttion'd' viQht to cl^im f or liv 

' daanifientj.on apd to any other rieht' to which. ' tho " 
'Organization is ontitlod.

CO'IIKS IHTO^TORCH

,,• - • . ,
!••/••.. This Contract is subject to tho 'approval of r
,, all tho Gosipotont cuthoritioB Iri A.'RtE.". : Tho Oi'sanization 
".shall notify , tho .other partiou in writing .when it has 

nil .such Reprovers. '' .

•, ''. Tho data of this contract cowing into ,
, ehnli be vrithin 30 dnya froa ito Bi'cp'fittyro, during v/hich
.•:poriod the following condition;! Dholl bo 'fulfilled! ..

( J 1'j Approval' of tho contract 'by nil tho1 e'6op&tcntf nutho-V 
i :>: rltier. in A.R.E'." .... .•''>• .. ""."'../1..; . • •• ,.. • '•",•-• '.• •'• •'• • ••; '" .'„•.' '

•>', Xi.'. Subntttal of the Conr.ultmfc's porfornnnoo EUcrantoo•'..i>, ' * , • . (
•••j ; k'* rontlwwd in'Article 11. •••. ' . . , ,. .<> '-'j.'' 
f.*j f5j' Pponipp. of tho. lottors of Credit as per Artiolb ?•"

-'•',-'•*. ''•"'I'.'". '•• : u'Vi''' •«•''•••'='."'•. '..'

y^rtiole 21.

te »'. *-• .<nr j ;> ./*•»-
t^fiiJi "^1
^•^/ " ""E* ;,X
i'.^v -.' 'v?QR .,' .."•'• 'yon-" .-',, " . ''ron.'.-

,,', THE COiJSUJ/t«ra "*• V .' SHii ORQANCVAf Ib« ',.-./.•.•'' C. ITOil

BEST AVWUBLE CO
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S TMOST COMPANY
1« W»a. STHKT - flCW YOHIC. N. Y, IflOIB

'DECEMBER TB.S

• ^OWOEOFCONFIRMED •
•. IM£YOCABLE STMIQar CREDIT

Wttrifattnubdb; CENTRAL BANK OF LIBYA, TRIPOLI, LIBYA

.' «.K«i7««tJ>rtll>oK.y, t/«,fa'tJui»r.«»U« (Trf«in,ou,l..«U««u«rf UNIVERSITY OF TRIPOL 
'FACULTY OF SCIENCE TRIPOLI, LIBYA •'--•.

httMBvtyimkiUS.dglUniKitcunUnftwiloiTVO THOUSAND FOUR HUNDRED NINETEEN Al 
00/100*. »«$2,V19.--««

.'.. 4wUbl>7K»rdnft>tniu.>t SIGHT' ' . ' ' ' '• ',. 
.tebtt.iiai.iiiu.lbir; , •'

OBIGINAL COMMERCIAL INVOICE IN 7 COPIES ALL DULY SIGNED IN THE N/
THE BUYER INDICATING GOODS OF USA OHICIN COVERING CHEMICALS AS Pt

.QUOTATION DATED NOVEMBER <«,1974 TERMS C & F TRIPOLI, UBYA. • x

CHAMBER OF COMMERCE CERTIFICATE OF ORIGIN AUTHENTICATED'~'BY .THE' LI 
CONSULATE 'OR EMBASSY. ' ' . (

A DECLARATION DULY SIGNED BY THE EXPORTER OR THE SUPPLIER STATINC 
THE COMPANY WHICH PRODUCED THE COMMODITY TO BE EXPORTED, RO SUPPLI

. BY HIM I S NOTAN AFFJ L I ATE TO OR. A MOTHER OF COMPANIES flN THE I BE 
BOYCOTT L fSTTffnrSTAT I NG^ALSO THAT THE (THE- EXPORTER OR iftE SUPPl

r HAS NO" DIRECT OR INDIRECT -CONNECTION WHATSOEVER WITH ISRAEL ANft V 
ACT ON .THE GROUND AND REGULATIONS OF THE~ATfKP~ggVt;'JI I "OH ItiRAEJL.

PARTIAL SHIPMENTS MOT PERMITTED. TPANSHI°MEI;TS tS PERMIT

rMnmuvUmukcd"Di>mun<k[BuikcriTniitCorn(«ny AdrictNe. V?791i3 ." ' • 
Ibk cndit it nbirct U tht Uniform Cuitoou ind Poctln In Documcntwi CixtU (1962 Roiwn). Utll^tfctltlOn 
Canon Bnchurt No. 222. -SEE PAGE TVO- 
The tb<m national ujmmtukm cnp«et with you thit .n dn<u dr.ira under ujd in confliun wUl A. tan» cl Ili 
.wiO be duly boodtdoidtliwtjoldoouiMnU ti ip«ified. II duljr pcaatcd M tl<i> o&ct « « brfon JANURY . 31 , IS

WE 'CONFIRM 'THE CREDIT AND THEREBY UNDERTAKE THAT ALL DRAFTS' DRAM* AN 
PRJE8ENTEO AS ABOVE SPECIFIED WILl BE DULY HONORED BY US. -. •
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'Bechtbl Incorporated

(N VOING NSTRUCTpNS

;4ff F/Wf fh(W**(ID PFtOMfTlY Invoicing nnt\ pjtkmq hsi a»\ b* » ctimbirmi) Uotumi'ni. Iml num ittrH«*.ill of'fhcitutlo.wing tfforfnation (Furnivh sufficient copies tuf handling a* vp«rjtr rtoiumt »ts) .
!? )WrM« »»<f MoW" «f inlptwri MM and adoreii of consigner; H Horn on faco cf the pjrc'u-r rr !",•«••S'.qT.nWt f V, ,
;\'l^ Piiritajc ffr«r 1le« ««r»eri twntlty, ur.lt an< COWJTr d'lcrlptlon. '•' •' j J. ,;kt 'jnil -prfc« *r,<l e«ttr«tonl. , , ..3*/'t'Ms. iwtert, qui-itity *nd kind of eifttlde paekasrt. ' . " .• c 'J S.'.uroil.' Urcltn^iwl'weloht 1n poundt tnd kilo<. ltd tht t^ifre dliwotlflpi of etc* ptefclw. • • •:*jfc,r-I«iflt<p* b^Bi** tftniportltlon chanitt ryrt^t_fc«_jLLjipqrtf d b^ e*£rier's orl^lnil ri-cgjptfd ff^l^r bU'i*^7€.»|nwir1riT'ii«t"tc6wf'()nI/"H«n or "portVoti thortof aJtuaHy TliippiT Spy «(Tfi t i Of.^1 duTin . pe^:ltt»l '

;:•" •• .."'•• ">f«<iy cMlfjr t«at t;n> 9»m (nuncrjted in t*!l Invoice In nil of Iir»«11 oniln nor ' ' *r'» ' do '^^ ^^^t" •"/ lifwti KMterf«ls nor we^e they iMpped on vtt^flt boycottfHt by U» i(I. i v 'I»r**tt^§oycott Offle* nor were thpy dmqr«ted to visit «n Iirwll part nor wffr« they . . ,n'.J '; t>:«irtrn (ro» lir«»l "
'••/^ 1» tifrrtj tfrtlfy th«t tkt |oodi eniiwritKt In thtl <n»otc« irt »f U.S.A. ortjln. »'«Y». *; 1>rjc«'»rt lr« «nd cornet. ' . f
v*v •,.' ' '- .. — ' ''• • •' —— .:.-'• ________________ .1 ___ -.*•'*'... V 4* -V ', SliMtgrt-IItU , Part

re applicable to thls'irder. Purchaier will furnish proof of export when (i>«qyste<l._ He hold form 637 RegiJtratlon Mo. A46907B. .' 
furchnrr will not pay my cartage or packing (xpenm untess arranitd (or **tor> eucution of ihr Purchaie

--,r,V-- .'•-.-• ;:• •'.. ' r-. - . •' . '
IN.VOfCS: , • ' • ,• Sold To- ' Inttm Becliul CorpoMtton. . . ; c/o Bechtel IncorponUd' " P. 0. Bo. M«S.'• $«n FfincHW. C* 94119

, „. , .INVOICt'*' Ot»narand3cop,M • , To Cuter" MctiUI Corpontlor) '^INLAND BILLOF' LADING ~ ?copin c/o Bichtel Incorporated' Of'DotkHlkeit ^.(Oriinal SKined plin I copy) ' '• °i Bo » "6S . ' •

f^ cop/ol BUI'of Lading of DocK Receipt be included [with i ««oiceanctparkinqlislk F. iiii.it.-,'''. .••••..•,'• ' ----- - -- ^ .
••'• ,.'.- - ' To: fKtlCHI FORWARDER ' '\ '

,-' T7rv *v" " -"•"»"»•• i . . aiiacnea snipping.JNLANQ BnL 0ft LADING • 1 copy • iMtructtoM (farm •>.?). ''••"' ''•iii'-';t' ''''••• i '!«•••••' ' •• •-..'•' "...'•
HHf <*tfyntntl (̂ur9«ritly nrrded |o afrjng* (or itearrter ipace^nd npqrt clediance J.

'$t*M'w^OiflCt'j'V.lcoelis*. '"'••;'•',••,; ' -To I»,t«rn BechMl Csnioratioii ' j»w7,;VPAlCKtNG'LISt ^ 2 coplij . ! ' i , ,. . ' e/i Bcrttel Incorporated -'.

, . .
n »vitn thy i*\a'til iKtxti nl invmrii. piovlded rt n uirirrl jrul in |IH

BEST AVAILABLE COPY
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PEABODY'S.INC.

Tender No. F7/1974 - Ctosinr ') it«' F.-l

UU rjJ Satiety Street 
North Hnlly.-Hl, CAL

Cent IfMnnn:

Pcabody 1 ^, Inc., acting as A^cnt f'-'f iln1 I'-'Vi.-riii.^-nt of 
Irnq , e.irni.'stly soltctts your vjrLtton prnp*.- il in inmir.lt 
300,000 Hctrru lnn« riast ic 1'Hn. widtli 11" n^il for wrapping 
soft clilTSC' In .ice nrd;mc£? v.'ith tliu cncl n;-,i i! :i;n-f 1 f icnt inns 
and Ccncr.il Terns -mJ Conditions.

We would .tpprnelatc roccivini-, tlii^ v.»rit!^i' pVL--j>c)sal not 
later than idru.try 15, l l»7'j, if possible-, T-l . f,r.-.pbic modi 
fications may be nucf'ptc-d until February 1C, I'J/O,

For tho purpnsc ot jircp.ir lm r, VOMT propo;;.i1 , yo'i m^y 
disregard the I'.ank Cuar.intct requirn.! under tlu- i 'nrrnl TcmiR 
and Cnndltlf-nr. If you nro the nucciv^Inl lijil-K i , tin.- Dank 
Cu.irnntct1 v.*o.ihl be ivquirLd prior to cniiviiv .::-. .-.rdt-i. .

Please1 acknfj ledge rrctlpt of thir propn-- i • r<-c|uO'. t and 
advlae tf you will be ,-iblt' to quote, IT y.iu ir- un.ible to quote, 
please advir,c us of possibh ^onrcun nf supply. AKo plt-aec- 
advise if ydu are inttrcsted in qunti.n. our futuri rtqui rt-penta .

Thank you for your asr iPUiner .

Very t ru ly yen r •• ,

Kiiox K. rurt-lii-t t 

Enclosure
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QUANTITY P.£;i.I : '.uD: 300,001 Metros Lane Plastic Ml is width 11"

1)

2)

5)

4)

Special plaatlc fl'm r'.'rto vr> I,.? m-ort Cir 
oo ft cheoao blocUa nf i kr- ., < 
The filt-3 ahall uo si'iiiru.- ,o t!uj.^c>aene 
which -la a Crynv;.o "S" HIM.

The flla width ohall lie 11 inclioo, with 100 (-auro 
tliicknens,

She filn shall bo printed in t •<,•> colours, tiie 
denim if pi'intir.,- vlll bo niipplioii ty thin 

on tr> the uucco.-;u.".il tlrt'.or.

Thp rocl dimonnions 3h'Ol lie '4:" foxinritoly us 
follows:

Outer (Uauotor 30 on
Ins ii'ii core <U'U .itor 15 cm
v.'ol^'it of L-nch r.c;l 20 kr.

PACKING : -rich rcol in cna Ciirt.nn ^ox and each
JO oirtcrc in n str'/nr a?-v/orthy wooacn 
C.IDP (warranted pi'Lij'iinulon.illy packed)

SA! (PL'J3 I ore to ho f. r.' vr :o 1 nlon^ ;-it!i offer 
tnv srnt trf.ln.

DELI'/ST' 'fi: :!'..! : Thn 500,000 'x-Li-fT I. on'; Pl.'.aUc Filn arr 
to to do'.i ivci' ".i in \! oqu'ti eonoifyinonlo. 
'.'h- fiv^- cor.. 1 a.ii-'i'.t uiiouli arrive 3a^ 
:,t t:i.; b- inni.: - oi Ji-ly, 1975 ac ' tlie 
uoooncl cojif^ r. ;:•(. -it nUoul'l nrrlvc- Bnr.'ndr 
ut the an :in li ••• ui Soptorr.lior, 1975 or 

carl Inr.
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C!J".J,.'.;AL ";:';• _i_ A/;)) ci i.bi 'ILH'J

A. llntli looil p-.-r.:.i nn- fir.'ie 1)1,1, li. • '. ',,;Uy rr.' rLvjuirod to 
cuuply wii.li tliu Jollo',.in' tor...o arnJ ui n'. i i .,;>:;;

1) i'ri.-o fur u'loli oT tho it"!.-.! !•! '' ': iVr.t'cr uljoiilil bo 
iJidio.ilcu cJc.c1 !^ for our c^-Li C''iu:j ..it.i;,.

2) 1'ricun ilKill be i.uot'ij j i: ', C/,::,! , ' -_d VI;; Coirut auj

J) /'. fii:i:ii il-_to of dollvory rt 1 " .urn au cntimtcd data of 
" ' ' Y J -nuT j'.ioulL be in,, ic'.to,..

4) Ol'Ccr, iili 11 bo sub, littod in ti.x-;;o co^iou of ai^-nod

5) Ii.o.'.rjpc>.' \.ill l,u ).c:.aii.'d Ice lly ..IK' ;i . Id fur by the 
Cntr;- ; i ;,iiii;itr,,vion.

Vhc tt'"''"1 - '11 ileocLjlt vltii t. e I.-.l:-..- ' >1 li.intrc.tton ,-.n
i • t'-l J i.'l n.tr, .na^o iur ..no .: ,- .ir o,'' ',>',• r,i 1,1. ,: C' vial-1 

coat 01 I., i.- t 'i: L.> fM1 r:»i: vo r, Vli-j ocj;i- :•.!,. iJlii. b: ruU.r:..-:. to 
tlic unuuccjjji.l '.(in^ci'Ci1 \;it:iln 'S.:v. <•• <•• i.i.1 . . ,r .nu:,. a i'r--a tno 
Cloniii c:;1,u ^i L'.::. T,:,; V'j.-. .i.u :' nv ,\-" i.i_:, .r.- i,i.,u will hold 
the ij.in'i Ciu rinw! r,j ti'» yuor:,'i.:vf,.j. M: ,T .i.uii. ti-o ,cjd3 aro 
rocoiuoj i.r.il 1.,. n.'. : ,1 oc., r.?i:. Oil.; in n; eel : i< lic-vj, ru :nt t 1.;;,
PUO :.Ljl ll.J... (lt t<. O. i.: i-JLV; •-,, i.,; ,1,-j. l:l I. ,i.-r.T. i'llO ...'111^

ttuarr.ntoij uhuun. uu i^^..cd jy .111 Ii--.'.i i, i. . i,.;iy. 

0. (!!ot cpnlir..blo) 

B. ^:V..V »'•,/:'•;;•.-! :_

Offorj iiiM in i.id'.'.'.ip "n -ice : ;L' 'iCi; ;:'•!',• ; 'nt lo tlio effect 
that '.'h'S J-.irv : • Ini.:tr-.li(-i'. .17 •' ;if-L • c-./K'^nl neutral 
party nt i«a oxp.^r. ,o ti- 1:: :CL .,.L^i-L--l ( i ,i\ or to liiuv.o rulcvant 
toot ocrtii'lc TL, to it.-; c.'icci. ilvi. ii.u i.urinl lioin • ulii;incrt 
oonror7 ^ In ^31 i'!7^puci;:3 v/ii'i olie ;:,''rc-ji.' UI.LU j -^c ific.ttiono. 
Banlto.'- nii'tcicil ;)ii.,-"-nt '.111 uA\y •" uu u . ,.i .','c.jlvln- a coy,y 
ol eac;i cur. Tic "^ \'ii^n u1 vj ,., ,.i .^^-w.-a ,,y Thu i-.iiry

S. Offers 'iiiic'.i i.o no-^ oM'piy \.itli I'.ll klir. turuj and comUtions 
Inciicattiu ,;ili not u,; f"n^i cr^.l.

P. (not a;:.-]i<.ni.lo)

3. Oil'jrj ^ i. ltt.?:l ".ri.' '•.-.:•! 
cj-.i j or t . ' " 'irni.or "rJ

tH:it, -,.,1 the tor-io and

11. lojidoi-oiv- • j-.t auV-.iii t'..-.jr r.'i::: ii.-i'i in conlcti cit 
unrk'jd " I'l-'viJur \.j, «>?• ————— )•

I. 1) \]i o;r-T- i:l:.t i '.' I-'VTclV.-... '-3t J"t.'V t'-.tm'

2; Fu, .1 i. i^i . i-iv: .;. L..IU .,.",. U •-., .. ciVfui-j liy rc,;iatui'0d

BEST AVAILABLE
58-527 O - 75 - 15
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PEABODY'S.INC.
Jnmnr y I/ , 1 • 

Tender No. 87/197^ - Closing 0»U Fobnnrv -,

Kleerpak-Coiii^r. MU. Co. 
U051 Saticoy Street 
North Hollywood, CAL

Cent lemon:

Peabody * s , Inc . , acting as Agent (or I In- CIVA rnnu'nt of 

Ir«q, earnestly solicits your written propo' ii i ,, turnlsh 

300,000 Metres Ions Plastic Film width 11" usfit I.T vr.ippl»p

• oft cheese in accordance with the enclosed Spn< itic ittonn

•nd General Terms and Conditions.

We would appreciate receiving this written proposal not 

later than Febru iry 15, 1975, If possible. IV! t'L-r-tphU modi 

fications may be accepted until February 1C, l c '/s.

For the purpose of preparinR your propn<^,U , >, • i m.ny 

disregard tho Ban^ Guarantee rt-qnircd undor tin: i.. >\>.-r \\ T^-rma 

and Conditions. If you are tho succi'ssful hldtlui , tlic Bank 

Guarantee would bo required prior to entering .i.j ft'l»--r,

Please acknowledge receipt of thin projn^. .1 1 r t .r; llt-.^t and

•dviae If you will be able to quote. If you ar^ -in-iblc to quote, 

please advise us of possible sources of supply. Also please

•dvlse if you are interested in quntinji our Tatar r roqj It went a .

Thank you for your assistance.

Very I rnly yuu t - .

Knox: H. 

Enclosure
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c?i: ii" in;:r> • \r :r.;. • -ire JI,;-T

QUANTITY r.E.Lr'.^Di 300,001 Kotron Lnn.; ?l;.atlo Vilia width 11"

1) Special plastic film raelp to bo u: od t'or wrnppine 
aoft cheoqo blocko of i kf. ,, , . ( /". . , 
The fllma ahall Le sinilnr ',o t!:. 1 Hi».neneS tjanple • 

B a Cryovao "S" flip.

2) Die film uidth shall be 11 inchoa, with 100 i-auco 
thlctaieBB.

3) The flln shall be printed in two colours, the 
dealrn of printinp will b« supplied by thin 
Administration to the uucccnciful i/iiMor.

4) The roe! dlmenolona shall be approximately as 
fallowe:

Outer diameter- 30 on
Inside core dlacator 15 cm
deifht of each real • 20 Iff.

tACKIHQ i Each roal in onu curt, n box and each
20 cartiinr. in a stron." nB.-.worthy wooden 
ease (warrant."i pi-U.MJtonally packed)

I arc to be fi.i -irJpl aion,; '.1th offer 
for tr»it trl'ila.

'i'iHj I Tho 300,000 ru-trca Lon-; Plr.ntio Film are 
to bo del Ivor M! J:; ? oqu-il oon3lf;nD 
Tli" first cor.st .1 . lit ulioulcl arrive 
at t:-iu be. :innln.- c.i' July, 1975 and the 
oocord conni l .'ni'i nt (j:io-.;ld nrrlva Baci'di 
at fhc bo, .in-ili. »!' :'.optor-br>r, 1975 or 
enrlior.
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A. Both local 0(*onta ontl firm lildt'.lnr cHrcotly are required to 
ooaply with tho followlnc tor.,3 aad conditions: • /

1) Prlco for oaoli or tho itrirj in t .13 Tender ohould be 
indicated cloarly lor our coct cnlcuj lions.
2) Prices ahall b? fjuoU-d roll, CAl.ur I.-irhdnd Via Beirut and 
•via .'atttikin, and Canui? jj^hUnd vl , ji.-iarr.u.
3) A tixoC dato of delivery TOB an i an estimated- data of • 
delivery CandF ohould be indicated. • . •
4) Offers shall be eub.iltted In thrco coplea of al'plod 
profuma Invoice. • •
5) Inaurinco will be hondlod locally and paid for by the'"' • 
Dairy Amlniatratlon. . .

X. BAKU O'J'.BM T28 ' .

The tl('dcr will deposit with tlie Dtlrr ;di,luiotrutton en 
o&oaadltlunal BanX Guarantee for tho nnouiil of 5',. of U.t CandF 
eoat of the pojda for one yenr. Tha deposit will be rotumod to 
th« unauceoaful Tenderer within three oalcMHicr nontlia froia the . 
eloaln : data of the Tender, 'iiie D:.lry A«-.lulstrrtion will 'hold 
the Bock Ou:vrantoo of the auccooaful bill '.or until tho ,';ooda are ' 
received and toiltd to oorrcaocni in opecl nc, ttcmo, qucntlty. • 
packing and date 01 da ivory to the original oiicr. The JJani 
Ouarantco should be issued by an Iraqi b:.uK only. . ,.
0. (Hot epplicablo)

Offera are to Include an ixoeoptonce st-itc-iont to the effect 
that Iho Dairy A<)i-;lnlctration aay ,-i.ipoint i a., potent noutral • •' 
party at ita expense to Incpcct material on oroor to ioouft relevant 
tMt oortlfloato to the effect that, the aatorlal boin- ohlppod 
oonfom in nil roapects with the of^rcud upon o locif lent Iono. « 
Baakera effected pn;/nt;nt will only ,.o ao u;)on i-ccoiTinc a copy 
Of each certificate \iilch luivo bv<-n approvia ly The Ur.iry 
Admin let rat ion
I. Offers which do not 01 npiy vlth ull <,hc tcn.u and condition* 
lidloated will not bo consi.icre^. •
V. (not applicable)
0. Offara oub .ittod r.ro f;hon ti indie -.to that all the tarns and 
Conditions of tula tondor ere '.coaitul by tho bli'tlcr.
H. Tonderorn nuat aubalt t'.clr TcuJcra In scaled envclopoe 
•arkod "Condor l.'o. f&? ———— ). '
It 1) All offorn nujt lie rsoolvcd not litc-r ti.un

2) Porcl(3n bi uteri ahould But..- It tn.'ir olfora by rcciotorod , 
airmail. '

* ''

9t Tho tti ry A<lnlui otration ' ny «nor it part or nil tho itoca 
of tho Tonuer oiToroil by tiio Utdi.or. ,.

,., Ki 1'hlB Aiiminiati'al.lnn cli.ill not nccu.,'. any cl.ua for oxtrn * ,, JOt ———— »iM<<.h^ nhnrfoa ut;ii-r th.-.n t.o.-c Inulu.ileit In Vin ll<u:«|f< nffnv' •
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<L

L. All taxes and fens imposed by Syrinn Authorities on goods 
paseinfi throu, h Syrian '.territory a- e Tor cuii.-Hors aocount, 
ualaaa Indicated olearly in the proforna invoice.

-«.'• PLRIOD KT.irO VUIC11 TU:g..Tl IJ i:.RCTOC.\.;I/J

Tenders shall be Irrevocable for n period of uixty (60} days 
from the olonln- date of this ?cni'or sub.juct to extension when 
neeeaaary. If tho Tenderer withdruwu hi 1 ; Yonder before the 
«xpir«tlon of t' c sixty (60) days period, hla pro viol onal deposit 
will be thereby foroitod to Tho I>airy Ad: inlotrution. I'lio Dairy 
Adoiniatratiou reaervoa tho rl;;ht to accept uny Condor or any 
part thoroof. at any time during tho porlua of the validity of tho 
fonder, and tha date of accoptunce ahull bo tho date of expedition 
of the oflicial notlfioation ol the said acceptance to the address 
given in tho lender.
H. ?he Tenderer shall not incorporate in thia Tender any equlpne 
or Material that have been manufactured in larnel or by companies
•harinfi Israeli capital or toyccttod offielnlly by tho Iraqi 

• Ooverzugent or any plr.nt ox- iiatoriuls of vinch r.ny couponant parta 
hare been uanufacturad in Isr.el or by cc-^anies boycotted 
officially, as the liiport lino Iraq of c.ny uuch equipment or 
materials or oc.n.pontata io officially Vi:rji"rt_.
0. COHIRACT 1C BE AIT IP* f. I COillOACI,

Tho Iraqi Courts shall hove exclusive jurisdiction to hear
•nd A9ter:nine nil actions and proacealn^j aricin .•- out of thu 
Contract.
t'. j^no-JAOJ

All docuiionto, instruct icno, booklets an>: drav.'lncs ahall be 
drawn up in T^iclloli.
Q. SHIPPIHC IWtK3« ALDAN - ORU m NO. ______



227

TRUST COMPANY
'iXSESSi '• w*u. STTOCET - NE« YOU*. M. v.. toon

XWKZ OF CONFIRMED 
fJU£VOC4U£ STRAIGHT CREDIT

CENTRAL BANK OF LIBYA, TRIPOLI, LIBYA

• C»lrf«tni«lU«Uit>ti»woi>«iH'u«iriirc»«>kl«ot<fitinrourl4«ailor«ccwnlrf UNIVERSITY OF TRIPOLI 

FACULTY OF SCIENCE TRIPOLI, LIBYA
" Iv • «im «wm in O. S. WUn not ocwSni • loulol TWO THOUSAND FOUR HUNDRED NINETEEN ANI 
OO/1'OO ««S2,419.—*« 

SIGHT'

1- 08IGINAL COMMERCIAL INVOICE IN 7 COPItS ALL DULY SIGNED IN THE NAI 
.THE BUYER INDICATING GOODS OF USA ORIGIN COVERING CHEMICALS AS PE 

•_.i • QUOTATION DATED NOVEMBER^, 197<» TE«M3 C & F TRIPOLI, LIBYA.

2-' CHAMBER OF COMMERCC CEHTIFICATE OF ORIGIN AUTHENTlCATtO BY .THE LI
•'"• CONSULATE OR EMBASSY. .. .

3- ' ' A DECLARATION DULY SIGNED BY THE EXPORTER OR THE SUPPLIER STATING 
".THE. COMPANY WHICH PRODUCED THE COMMODITY TO BE EXPORTED RO SUPPLI
' ' .

BY HIM IS NOT AN AFFILIATE TO OR A MOTHER OF COMPANIES ON THE I SR 
., • BOYCOTT Ll'sT~SKn~'STAriNG'"ALSO THAT THE (THE EXPORTER OR THT^SOPPC 

" — RAS NO -DIRECT OR INDIRECT .CflMECT I ON WHATSOEVER WITH ISRAEL ANO V/' "~

A- *>IRVIAV BILLS SHOWING THE GOODS CONSIGNED TO UNIVERSITY Or TRIPOL 
., FACULTY OF SCIENCE TRIPOLI, LIBYA.
* *•" . \ • »

SHIPMENT TO BE MADE FROM USA Ta TRIPOL I ,L I9YA BETWEEN DECEMBER 5 
' ANO J.'NU^Y 31,1975 BOTH DATES INCLUSIVE. -

.-. -.«; PARTIAL SHIPMENTS MOT PERMITTED. TPANSM|o«EI.TS IS PERMITT

AJ1 dnlUK drawn muK be miikr<i"Diiwnun<lciBuiluiiTniitCi>nvp>ny Advice No. V?79'<3 •" 
'ThU tn&l a lubjcct to the Uniform Cuttom) md Pi«c«.ce U DocumaiUiji CrtdiU (I96J Rtviiioo). InUrnUml Chu 

Ccaaact Brethute N«. HI. -SEE PAGE TWO- 

TV "bo'- mai:''oi»<l antspndcnt tnsnu with you thit >D dnlu ditvn ttn&a *nd in m^titm with the tent tf lUi
<ndelivtry^ doaimenuuipecificd.il duly pttKnlcdMthiicKuwarkicloci JANURY 31,19

•WE CONFIRM "HE CREDIT ANO THEREBY UNDERTAKE THAT ALL DRAFTS DRAWN AMI
PRESENTED AS ABOVE SPECIFIED WILL BE DULY HONORED BY US. •

> Vety irutj KHO,

ACS/CV

J8AJIAVA T3
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Golly Oi| Company ( '

nreur runcHASi OKDIK IHIWN« AMD INVOKINC Ixinucritmt

BEST AVAILABLE COPY
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'fXFOKT PUMCHA5I OMDfft &H Iff ING AND INVOICING iNtTHUCTIOHl

-wi cimirr THAT mi coou unto AU Kftr w
KIGIH l.0« 00 THir COHTMM »HT DHAIU MA

sicnoM. Ron «| 
p. o. *>* MM
MOUITOH. TIXA1 »MI

cirrr oil COU»*HT
ruRCHAtINC DirAHTMIHT

r. o iox MM
HOUUOM. tlXAI 77001

rMoni; dm iaa-fiti

4

BEST COPY
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*** ***** " **~. »""
i-\V/<. .T-. .-i....'

"""'"", AfniCATlOB FOI Hlf/OCmi I.[TIU » CUilT -——-
•

Credit N*.
TO '

UHITCD COMMERCIAL BANK
MONO KONO

L/0 TO UK fSTABLISHtU IN NAME Ofi- 
KLECTilONIC

M.«ABt IBTAKVIM AN IHNIVOCA

10J .Vaat. 26th ...Streptj ...N«w fork, N.lf. 100O1.

..... ......................... I. .......... . ........TO »NI ex TINT 0*. ,

• HAFTf TO M 0«AWM AT »1OMT» .*^\^.. O»y» ftlaHT ON Ui FOK r '1.1 J*y...V?!* ...r*H CtNT OP INtfolCI VM.U« O* 

HmcMAHIMM TO •! OIBCHIBIO IH INVOICC *• 11 ftm . No . kttUtjU. «-?«llLBa Wa ttll . B*iJ£l e« . Wl.th. ...

tu fit.. Movoin«nt »lz° 6JxH . .300

-.»,~»n»o-.......^.^*...-............
POUOWWM

• «NfO dXjAIL.18 INVOIC«« IN T»I^UCAT« Cl»TlfYI-.0 THAT fHg 9OOOB AHI Of ... ,..V t.S . A* ............. ....*........

Atrway Bill Reapactiva
MAHKIO "MJIO.HT *m*MP ' tiAWifAfAtAJrfr/ UNIO onoiit op THI uNiTtO COMMIDCUL CAMK LTD A?i&jKd*??'^!?^^

. . ........_....._.0A.__,__.__
WWWWM+mtMMWW+tM,

OR

l CiHTIHC»T« «• OUAtlTY ANO QUANTITY IUUID BT. ........ ....,,.....,.,.

D «">TW.e*T« of OI.HIN t»uto iY..A««rlcpn .. Ohfl^hwr . of :..._, . 
r— | _-5u«Jd» ar« 1^^> ° r U.a..\. UHJkOlN, giving Hnmv* and Addr*«a«ii of

c turnra............. ..... ...................... . ._..-..-.-,..,....^''-''""°'«'«'»"^"^'«''««
•IkLtOf CJ.CMAHC.I MU1T Dt* DATED AND NiaOTUTfO NOT L*T«" TN

i»«J5N*>«Nt»Jj4a-j«j.Dj..OK*.» 
tty next Air Mall.

Pack in/* Lift renuircd In fripllcut* giving UaigUt, MoHauraraent A
-..—..._.........— --.. ..fuli-.-deCa-i-lA. uf cuntAin* ..In., each. packAfifl............... ........."
Blvd. Suite 2O5 Jarnnica. N, t. ll'»3*t» la Only .Acceptable* 
Air Freight, i- iJcnet'lciarien are allowed to Urinw in exceaa' of L/C 

amount the ac tuol "u(T**>«rit""o"F"A'i"r"Trel|slil"pald' to " "

Kr^TchVpald to then.

ItCIPT A« OTH-IRWI&I tXPNCaiLV tTATIO. THI* CfllDlT Ift lUBJICT TO THt UNIfOHM CUtTOMa AMD MACnCI
rOA OOCUMINTAKT CHID'T* UM1 K.VISION). IN1IMHATIONAL ^II*H||N Of CDUUKXCI •HOCHUHt NO. lit.

. .. YWW* f»itl>lujlr. -. --

————^=^ JA^—————TV
| ^/ ^wthMltad filgruluf*.
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1* Invoice to certify that l-

(a) Oooda ara aupplied In all roapuota •« atyle* al» A . 
1 colour aa por amnple aubalctod hy bonefloiarlee.

(b) Names A adilreasei of Hnnufucturar* (iippl/irtd uny parti 
' •. of gooda*

,'(o) The uoorta au mlled 'are nut of Inauell orlnln neither •————Ho tr.e/ eontalu.gny'TarneH inatorlnla.—— —————————

(d) Neither bonei'l£lnrl«« nor any of tlm Mitnuf«cturura vho» 
na>ne are ijlven^Invoice 9 are In nu way untlor hyoott or an/ 
Arab u/eott office.

(o) Xnvolcoa are to bo curtlfiuj l>y Cllunbor l«uulnc Certll'lcuto 
of Origin.



232

\vfti''A WA /UIA.. SOCIKTV
P.O. Hox 120 CA1HO KCYPT.

C:\r-o, FM.i'iary 10, 1975

fientlomrn,

ThiK IE to crquiro nf your interest in being considered for 

appointment as Avcliitcot-Rnftii.eerr; for tlic Wafa Wa Amal Hospital 

and Rolialiilitation Center in Cairo, Eijypt. It comcc to you, and a 

small nuniber rt otlicr fii ms, on otir Tindareitunding of your experience 

in design of mcdjtnl faeilitin:. If you nre interested in 'icing 

considered, we request that you submit the qualifications of your firm 

and other information required by the enclonec 1 terms of reference.

Thin inlor-.natton, which will constitute 'a proporul for 

profptrjrmal Bcrvice:? rfooulil be in the hnncls of the Society by 2 P. M 

March 20, 1075. Your proposal should be adjro.seed to:

" ——~~~ General, fir, Hassan IIonni, 
Mei'ical Director, 
Wnfu Wa Amal Center, 
P. O. Ilox 120, 
Cairo,
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,.. . , F Hy : tho net of uuiiniittluft » proponal, the proposer declru-cH 
lint lif iTocH not pOBKCr': :my plant, firm or lir.tiwh in Hrael, tlifc'. ho 
does not participate in my firm or company oritabliF.hoil in loraol. nntl 
hc/,li'» riot any n -'Plily t in^nufncl irinj;, nRscmbHiin, Hrrusfc or tochnicM 
a!;[;lRt^tice uprcoiuont with nny firm, rnmpuny or pereon CEtnblisl.ed or 
rcsidonl in Icrnol.

i • •The proposer fui-thcr \m(lort;;kca not to have i;ith(-i' by him 
self nr through nn intorinrdinry :>ny Rucli octivitj' in Jsr;icl and not to 
contribulo in nny to consolidate die cronomy 01 military efforts rf 
leracl.

The proposal Rhoulil Ijo iu EngltBli.

From information euliinitlod by invited firmfi, three or four 
firmr; will be eeli-rtcii for lntcrvii!\v. On tbc batis of the total 
information nvaih\lilo to Ibo Society, GUI- of Iho iutervii-wed firms will 
bc*ap|iointed l>a Arrhltfnt-nmjiiirer.

AH corrpspomK-nce concerriinR tlx? project should be addressed 
to th^ Hoard of llir Wnfa \Va Amal Socioly through Central, Dr. Hassai) 
IloEr.i.

Very truly ynuvn,

For the rui.ird. 
Ocnoral. Dr. llnssau Honnl
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Htw OftLCANS

IIMICII n OWNIP} nctnATOHS AND

\ ——
*>(

17 OAniRY PLACt-

TO V-HOM IT HAY COIICEKN:

Vn lioroby ^^rl:l •.'/ t^in t a'.jove n^/jrl varsel .< ^ no* Of 

Israall origin rj.i 1 •..!!] nit f.r\il »• nr.y I-iTol\ pcrts •>! -*H ar> 

nor io I! to tho !H:G! of t-j-.- I'.i.ow! o-1[-c black lirtn-; by tl:o ARA~ 

Boycott Burcftu ol r.>,.-n?li.

Very zi-.ily yours.



tf .r.HSW»iS UVK

.•qi }o ^ JIIII.^A jc »»o» 01 /SJi 
/OJV •*"! P'JH n-Tiy^ '"• '' i

. -- 
v v>c H ja«.uu<J'» i jyj 

l>43 >''"-iS r*ljJ3J ^ .VlQ^v

Wr.

* "

1* Vatl'O* OJ Jl'JTit1 jji.i \^<r,i«j An I"VB pBi »>,;» 

•2»7i; r<»4«^3 pi'-ir'H ^HJ Aaptau (iv^ojua if 7 iul«*

n;

nv«o«...' ^IVK ' . ,. 1 i,' A;
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-GriffM Stcamiklp Co., fa.
WH4.MI 44000 90 B r 0 1 d S t r . . t

N*w York 10004

DATE.

RET. M/S____________VOY._

__________ / _________ B/L .

TO WHOM IT MAY CONCERN:

To attest that the above captioned vessel ia 

not owned by lerael or an Israeli citizrn and to the beat 

of our knowledge does not appear in the black Hat of the 

Office of Boycott of Israel deposited with the diplomatic 

and consular missions of Arab countries abroad. Further, 

this vessel will not call at any Israeli port on this 

voyage.

BOISE-GRIFFIN STEAMSHIP CO., INC. 

General Agents for Concordla Line

By-

BEST Gi?



CROSSCCSAK SHOTIHG COMPANY, INC., 

17 BA'ffiHY PLACE HIM YORK HOI YO.TK 1000A

DATEi

TO WKM IT ;iAY OOMCERM;

HEJ

OKNTUilOHi

HE WISH TO CONFIRM THE ABOVE VHnTOKH) CARRYING VES3H, HAS HOT BEHI 
BLACKLISTS) BY THE ARi-B COU«ThlE3 ABROAD AND IS NOT SCHKaLU) TC 
CALL AT AKY ISRAEL IORT3 (>« HAWGWE TH I3RATJI.I WATEB3 ITOOR TO 113 
ARRIVAL AT THE ABOVE MENTIONED FOOT.

TRULY '/TOTS, 

CRCSSOCEAN SHIPPING COMPANY. INC, A3 AOJaRS FOB:

MUKWMADI STBAMSIUP CMPANY LTD,

LIKi: MftHACEFt

58-527 O - 75 - 16
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F, W. HARTMANN AND COMPANY, INC.
21 WEST STREET 

NEW YORK, N Y 10006

VESSEL,,

B/L*_____,

TO WHOM IT MAY CONCERN:

WE HEREBY CERTIFY THAT TO THE BEST OF OUR KNOWLEDGE THE 

ABOVE MENTIONED VESSEL IS NOT INCLUDED ON THE ARAB BOYCOTT 

OP. ISRAELI BLACK LIST, NOR iS THE VESSEL SCHEDULED TO 

CALL ON ANY ISRAELI PORT DUP'HG HER VOYAGE,

VERY TRULY YOURS,

F t W, HARTMANN & CO, INC AS AGENTS 
FOR HANSA ' >NK

iVcRbssW
FREIGHT CASHIER

58-527 485
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NEDLLOYD LINES
3O CUUHCH BTRKTT

NEW YORK. ]». T. IOOO7

INC.

to whoa it -.i»y

Veunul i

Vlog (Dutch ,Nor»ng Inn, <j»r»fin) 
Pert of Dluotturg*:. 
Bill of J.adiog ttot.

Thi« is to certify that the nbov* aim«d vaiuol 
in not an luruoll »«»»ol uor !• «!)<» »ch«dul»d to call at nny 
JCaraoli parteuor will i.uc «i-uni,ii any 7aru«ll wntera during 
her

NEDLL' 
r.«nc
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-A. IL, T-A.
SHIPPING CORPORATION

TORM LINES

PERALTA LINE 
HAPRISON LINE

RE:

TO WHO* IT MAY CONCERN!

MB. THB UNDERSIGNED. CBRTIPY THAT THF. VESSEL ON THE BILL OP LADING 

18 ROT THE PROPERTY OP ISRABt, OR AN ISRAELI SUBJECT AMD IS NOT A BLACK 

LISTED SHIP. IN ADDITION, THIS VESSEL, EVEN IP NOT BELONGING TO 

ISRAEL OR TO AN ISRAELI SUBJECT, IS NOT SCHEDULED TO CALL AT AM 

ISRAELI POUT flTAUK THB 0«!»CHMWF O» TH* MERCHANDISE AT THE PORT

TORM LINES
PERALTA SHIPPING CORPORATION
General Agents

HPir» H. r>antno
Blllof Lading Kanaqer

25 MOAOWAY, NIW »0«K N Y 10004 • COD! 21?.943 4«4 • CAIlf IO«MUNt/CO«l>f«AtU • TWX 710 5«l JMS

BEST
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SHIPPING CORPORATION

TORM LINES"
PERALTA LINE 
HARRISON LINE

v; WHOM IT MA/ i .''.'..E'-Ii;

WE, THE 'iKPEV/'.^V'i (.rrripy -LI-IT THE </KSSF;,
(;'•! VHE btlTi UF I.Mr-.'Nf-. IK "It". Tilt' I'HOPKBTY Of ' 5RWr

on <iH I'-viLJ B'I~ • T AMU ii urvi /-. n/,;i: i.rr.TRc r.n:T>
iN At>C i:/'>i I. T).," : ••;• !V., c'VKN .:• Nf" ICU»ri.'.IO 10

;:;!uv::r. ci TO 'n\,'Ki.i ;,ui :•;;£';•. I A .IOT icn^uiiKn TO 
C.M.I. ^T A i : ; i>j\ • ,: .<m'r axrcnis TIR. .. Ttcn»i:cE or Trie 

,".v .1; w RT OK

T o r- :•: i. t ;» a a

H ?,I*{T.' no ,
PI J / of A Art ir.g I'Ln-'i'J

85 BAOAp STTtttT, NCW YORK. N. Y. 10004 ' COM 212. M3-4466 * CA8U: TOAMUNE/CORFERAibrA • TWX 71OM1 2«3ft

BEST AVAILABLE COPY



R?v:j VAw '-• ~-<-«\- Vi\ w i

SJ.N-.-I07 TVH3K39

'sano.\ .vmm

A;IV .\a'(i:'j.sn>:oyui vo ;mnvin ir.-~.iv :::a. ,\n'nu 
•jil'iaa fiiiv sonaiKOKX is;in MO 0.1 !.o:: si -jus .urn os'iv u;iv 

'jov/.0i\ HT.I 3::iwa :iu:av;i fisvasi :;5'J"AV-,i.r. a:w TIM )iftv^woa
nss'151 .\W IV TlYO 03. UTin(12!!5S .1.1 SI !!OM 'JI1I5 TW/ilSI KV

MV .to;i si iissjA UAOUV nm, j.via A.uj.-jas 01 si siiu,,

33VAOA

"'"& 63

«»•» -vivH.iiiHM
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HELLENIC LINES LIMITED
PIRAEUS-GREECE

TWH FENTON STEAMSHIP CO, LiJ
levta NUrki HOUM

Bcvit Mtife
London. EC)

Afi*l$ M Ml forli im It. U'or.'J

39 BROADWAY 
NEW YORK, N. Y., 10006

C«H.| "ELLINIKI-Nn, YnA" 
C«l<: Tk. N«w Bo, Oxk

Dlfby 4DM

TO WHOM IT MAY CONCERN:

THE FOLLOWING INFORMATION roSTFRNINr, THI^ VESSri. IS TRUE AND CORRECT.

FLAG:

ISRAFI.I CLAUSE.

ARAB LEAGUE: 

JORDAN:

CUBAN ci.Ausr:

.AID HAN:

1. THIS VI <sr.I. IS RFC.I^IERI'D UNDER THE ORF.FK FLAG.

2. IT III.I. NOT CALL Al ANY ISRAELI PORT PRIOR TO CALLING 
AT THE HURT OF niscHAKGE NAMED IN THE BILL OF LADING.

3. IT IS NOF BLACKLISTED OY THF ARAB LEAGUE.

1. H is NOT III.ArKLISTlI) 0\ THE GOVERNMENT OF JORDAN.

V THIS VLSSFI. HAS NOl't AI.I.EI) AT ANY PORT IN CUBA SINCE 
J AM'AKV 1. l l 'M-

(,. Till VESSEL 01NFR OR OI'LKAIOR CERTIFIES THAT THE VESSEL
»iiirn TII i. iM.itroiiM UNHFR "IHISCONIRACT is NOT A VESSEL 
inif ii HAS HI >:N MANNED HV AHJ FOR TRANSPORTING AND FINAN-
( I 1) OOOD- THI Vl:ss|..|. OCF.UATDK I URTHKR CERTIFIES THAT 
HI. AsM Ml s | I'LL Itl.SPONSIHILITY FOR ANY CLAIM FILtD BY 
A'il^AilU^^il.0̂ ! °^ ANY. OTHER AUTHORITY L\ CASE OF VIO 
LA I ION Ol 1HI. HI OUIRl MTNT.

7. THIS VFSSI.I. IS A I.INI R WITHIN THE MEANING OF THE INSTITUTE 
CI.ASSII 1C A 1ION CLAUSE.

K Vn

MANA(,|:i( (Bill o( Ladin(
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TELmtOM
TEUEX

ABUAOOMSS

BARBER STEAMSHIP LINO. INC., AIIKIl
if BATTinv met, mw YOHK. N. i. 10004
ill - *44 - IttO

c: 710-541- MM

DATE

VES3CI HEW VO«K:

VOVAGC NUMBER

BILL PF LADIW6 Nl*3CR_ 

Fr>OM NEW-YORK TO

TO WlOtf IT W\ CONCEn,'):

WIT.'I ccfE'icNce TCI tur VESSEL uwtn CAPTION, vr nrpcnr rrprirv TO
FOLia/ING:

.THE VtSSCL NOT OWNED BY ISIiACL 

THE'\T3Stl. IS NOT OWED BY AN I3PAELI CITIZEN.

TO THC KST Of OUF' KNOULFOGr. THE VESS"L DOL'-J MOT APPEAR IN THE BLAC< 
;l!S'i Of THE OFflCL OOYCCT1 Of ISfMru, DrPOSITED WITH THt DIPLOi'ATIC 
AlfO CONSULAR MISSIONS Of ARAB CUUMTPIES ABROAD.

"THE vrssct is IOT SCHEDULED TO CALL AT ANY ISRAELI PORT DURING HE*
VOYAGi. : '

, INC., AST5

' MANAGER, BILL OF LAOIW OEPT.
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States Marin&'/sthmian
Agency. Inc.

K, N. Y. 10004

ID VBCM IX MX COKHBtlt 

OentlMtn:

3.3.

OM follcwlag Information concerning this ressel Is tnw and correct. 

1. Bill vessel la enrolled under the United States nag.

HMH. CUDSIl 2. It vlll not call at sny Israeli port prior to 
at tho port of discharge naatd In this Bill of

AMI IZiaBt 3. It Is not blacklisted by the Arab league.

JdtLal k. It Is not on the Black List of the Oorammt of 
Jordan.

UUt: 5. Ibis shlpsent Is based on liner ">•»• and no Demo-rage 
or despatch has been Incurred at vurt of loading, nor 
vlll be Incurred at discharge port.

CDBal CliCSI; 6. This ressel has not called at any port In Cuba, sirs* 
January 1, 1963.

AID Ball 7* B>e vessel owner or operator, certifies that the
vessel vhieh vlU perform under this contract in not 
a vessel vhlch has been banned by AID for transport 
ing AID financed goods. the vessel ovner ft operator 
further certifies that they assuae fall responsibility 
for soy clslm filed by AID/Uaahl&eton or any other 
Authority In ease of violation of the requlracnt.

Very truly yours, 
STs.33 HMDS ETHKIA* j

BEST
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!<•, I'tMTl*
l»»M»Tl. 
C.I. I«*ljUlB

ICMATON-WHITCHALt. BUIUDINO 
17 BATTERY PUACC 

NEW YORK. N. Y IOOO4

TO MKM IT Ml CONCI7V

SAILKU 

RILL O

'ut ui; i < :•) w/i"> r ii.vr r
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cour wutaaf
OESHBHBKMX 
BW TOtt, ISW 3CBK

R8t S/S .

y Oancsra:

^ti* IB to ci-rtlfy tL«t 1io stove retjrel la not 

cell at or;- Tnrcali ?orts, r.ar is <;hia vujoai o~

7ourc very truly, 
CUM1

riU 'i. Wacl; 
j. ,Hiii of Ii
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TO WHOM THIS MAY CONCER*:

VESSEL______ ___ FIAC__________ VCfAtf

THIS IS TO CERTIFY fHA, THC ABOVE MEWTIONtD 
VESSCL 13 NOf ttLACKLlSTO) 6f ANY ARABIAN 
COUMTRY AHO Ufa NOT CALL AT ANY 
ISRACll

tCHSTELLATICN Llt!E 
CONSTELLATION MAVICATICN INC., 
(AS A«£MT5)

NE.THHVAV 
TRAFFIC DEPARTMENT'

BEST



249

AMERICAN EXPORT 
ISBRANDTSEN LINES

11 MOAOw.
NIW VOIK,

To vhoro it may concern:

Shipment was not effected by an Israeli means of transportation.

This vessel is not to call at any Israeli port and will not 
pass through the territorial waters o£ Israeli, prior to 
unloading in Lebanon, unless the ship is in distress or 
subject to rorce Majeure. No transhipment is allowed unless 
the vessel is unable to proceed to destination because it is 
in distress or subject to forco majeure.

We hereby certify that to the best of our knowledge the vessel 
carrying the above mentioned p,ooJs is not included on the 
ARAB BOYCOTT BLACKLIST.

Very truly yours,

AMERICAN E'/.F'RT ISBRANDTSEN LINES, INC.

JRM-F(W/72

BEST
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FROM: JAN C. UITBRWK COMPANY. INC. CADFXS; UITCRWYK CO..
80 Broad Street PHONES: 212-314-8870
Net) York. N.Y. VOOOM T.W..X.: 710-581-3097

STEAME*- 
8AILING DATE- 
BILL OF LADING #

THIS IS TO CERTIFY THAT THE ABOVE VESSEL IS A
CLASSIFIED VESSEL FLYING IN THE REGULAR LINER SERVICE Ot SOUTH 
SHIPPING LINES ( IRAN LINE ) WHICH IS A MEMBER OF THE REGIONAL 
COOPERATIVE DEVELOPMENT SERVICE ( R,C D, ). AN AGREEMENT BETWEEN 
TURKEY, IRAN, S PAKISTWi,

JAN </,/fytt.9)ltn CO,, INC



251

r PI [ ,\->t I'HIM IIH M/'M

CHANGE OF DISCRIMINATION n^ ,,;, ~——"——— 
'""• P't-POIQl

Anti-Defamation League of B'nai B'rlth

Hew York

New York, N.Y. 10O16

Mr. Arnold Forster, Mr. Justin Finger, to. Edwnrd I^avy (212)

315 Lexinflton Avenue
LIST THE EyPLOYc^, LAHO*

Nov York, H.Y. IQOllS
, .. , - . . , , 

LOCAL GOVERNMENT 'AHO O^CWIMIf^Jrt [) AoitNST YO'J <l< -n'- m^« ---, I, -.' all}

American Bureau of Shiaping Technical Services \'-'-'"" 
Otmed by: American Bureau of Shipping _______|

I New York, N.Y.groai Street

a-, n-

BHIiJ ATTACHED)

EEOC.'^.V": 5



252

B'nai B'rith, founded in 1BH3, Is the oldest service organization 

whose membership la American Jews.

The ADL waa organized In 1913 as a section of B'nai B'rith to ad 

vance good vill and mutual understanding among Americans of all creeds 

and races, and specifically to combat anti-Semitism and anti-Jewish ac 

tivities In the U.S.

The members of B'nai B'rith, as American Jews, are subject directly 

to economic injury by the anti-Jewish discriminatory practices of ABS 

Worldwide Technical Services.

ABS Worldwide Technical Services maintains offices at 1*5 Broad 

Street, New York, N.Y.

ABS Worldwide Technical Services is a division of the American 

Bureau of Shipping of the came address.

ABS Worldwide Technical .Services is engaged in the business of 

soliciting Americans with technical knowledge for employment abroad.

ABS Worldwide Technical Services has operations in Bahrein and Iraq 

and Is soliciting American personnel for employment at those operations*

ABS Is aware that a ore Arab governments discriminate against Jews 

not only in employment but also in gaining admission to their countries. 

The ABS employment process attempts to screen out Jewish applicants vho 

are immediately excluded.

Employment solicitation within the U.S. for American personnel to 

work abroad Is covered by Title VII of the Civil Rights Act of l$6k as 

amended. Discrimination on the basis of religion Is prohibited. There 

fore, ABS Worldwide Technical Services is In violation of the Civil 

Rights Act.
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SUMHAKT OF FACTS

Ms. Erica Wagner, an engineer, responded to an ad in the 

April 20 isaue of The New York JTlj.-'eB which called for a resume. Upon 

sending of such resume, Ms. Wagner was contacted by telephone by a voman 

who identified herself aa a secretary to Mr. Thellhetm of ABS Worldwide 

Technical Services. Ma. Wagner was then asked by the secretary whether 

she would be wlllinc to accept employment in Iraq, whereupon Ms. Wagner 

informed the secretary that she would be willing but that she was Jewish. 

The secretary replied that there were no Indications from cither the 

resume or her name that she wae Jewish, but since she vas, she would not 

be qualified to go to Traq.

Mr, Leonard Messer, an engineer, responded to a March advertisement 

in The Hew York Tlaea, inserted by Search Consultants. Mr. Messer tele 

phoned the agency and was informed by Mr. Abrew that the Job would be in 

the Bahrein Island and that further inquiries would have to be made of 

hia principal, ABS Worldwide Technical Services. Mr. Messer made an 

appointment with and was interviewed by Mr. Robert Theilheim of ABS 

Worldwide Technical Services. During the course of such interview, Mr. 

Messer was asked whether he or any of his relatives vere Jewish, to 

which he responded in the negative. The reason given by Mr. Theilheim 

for these inquiries was because of an Iraqi visa requirement. At that 

point, Mr. Thellhelm deemed anxious to hire Mr. Mescer on the spot. 

In a subsequent telephone conversation, Mr. Messer informed Mr. 

Theilheim that his wife was Jewish. Subsequently, Mr. Messer was again 

contacted by Mr, Abrew who inquired whether his wife would accompany him, 

to which Mr. Messer replied in the negative. Mr. Abrew at this point 

stated that he would attempt to secure the position for Mr. Messer but 

finally got back to him with word that AB3 Worldwide Technical Services 

would not hire him because of the religion of his wife.

58-52'' U - V5 - 17
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BELIEF souag

ABB Worldwide Technical Services has violated and eontlnuei to 

violate Title VII of the Civil Rights Act of 196U as amended, constitut 

ing a pattern and practice of Illegal discrimination. 

Wherefore, complainants respectfully request:

1. A finding of probable cause that AB8 Worldwide 

Technical Services discriminated and continues to diserlolnate 

against Jevi with reipect to tbelr hlrlnfc policies.

Z. That, falling conciliation, «n action be brought to 

enjoin the above dlicrlsdnatory practices, to obtain daneges 

of back pay to persona of the Jewish faith who were not em 

ployed became of these discriminatory practices, and to ob 

tain such other relief ai Is necessary and proper under the 

olrounstancet.

3. That, In the alternative, a right to sue letter be 

granted.
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ANTI-DEFAMATION LEAGUE OF B'NA! B'RITH
315 LEXINCTONAVPNUK. NEW YORK, N.Y. 1QC16.TEL. 089-7400

HMI tumii

M'-4I1 Mill

«wi. ".... „ ,_ ^, w ci wo«n««-r he.eby ttuthorlze the

Ant 1 -Defamation League to represent me In all matters 

pertaining to AB3 Worldwide Technical ServiceB.

Erica Wagner

t
Sworn to before me this ~-~' c" day of June 1975.

Notary

""""."'""'" t-.......'.-. .,,"1.....,, ,

UIMI FlllWIHfl
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Stato of New York )
) SS; 

County of New York )

ERIKA WAGNER, being duly sworn deposes and says that I reside 

at 150 East 6lst Street, New York City. I hold a degree in structural 

engineering from the University of Budapest, Hungary.

On April 20, 1975 I answered an ad which appeared in the New York 

Tines of that day. The ad required that ft resume be sent to Box Z 21*11 

Times. On or ubout April 28 or 29, 1975, I received a telephone call' 

from a female person who identified herself as being the secretary to 

Mr. Tieilhela of ABS Worldwide Technical Dcrvlce-;. She then asked me 

if I would be interested in a job In Irnq. I answered her that I would 

but I told her that I was' Jewir.h and I quest loned whether I would be 

qualified. She then said "No you would not be qualified" and went on 

to explain that from my name and resiane thoy did not ar.oume that I was 

Jewish. Wo then ended the telephone conversation.

irika Wagner

SWORN TO BEFORE ME
-Z. 

THIS '" DAY OP \k?-*- 1975
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State-of New York )
) S3 

County of New York )

4.I£ONARD MESSER, boinf, duly cvorn, deposes and snyr that I 

reside at 51 Caroline Ave., Klmont, Now York and thrt I «un n duly 

licensed profcsnionnl cneinfier.

On Februnry ?U, 1575, I had n telephone conversation with 

Mr. Abreu of Senrch Conr.ultnntB, 10 Foront Avo., Pnramus, N. J., in 

answer to ap ad vhlch appeared in the New York Times on tho previous 

day advertising on opnnlnc in enploymcnt for on cncinecr. Mr. Abrcju 

informed we th^t the work war. to be perfonwd in tho Persian Clulf >>rea 

nnd sugcested that I nerol in my rerunn. On Fobruitry ?6, 1975, I ro- 

colved a phone call from Mr. .^broii who Btp.t«d thnt. he had not yet 

reoeivad my resxonp but that I shoulfl crll pml .iiakt^ nn appointnent vlth 

Kr. Fobcrt Thcilhelra of ABT. Uorlduiilo Technicnl Cor'rfces, U5 Broad 

Street, New York, N. Y.

On Thvrcdny, February 27i 1^/5, I h^d n pernonel intorvlcw 

vlth Mr. Kobort TheiUielin ct the officer, of AKT. Vlorldviclo Technical 

Services »t t-Vc -xrUlrenR provlour.ly stntocl. l\irinn the dlsc»roion con- 

rerning my qunl'fientlons, srliry rnqulrrr.ierts f.rw! other mnttrrn 

pertinent to onploynnnt, I w,3 Lpid ^l\nt the employment woulrl bo on 

Bahrein Tslind. Mr. ThullhRljn tl.cn 'ir'Tfl no "Ycni're not JevfJsh, ire 

yon?" I nnrvn-e"! .in the n"r'.nt1ve. 'It- thnr said ihat the probl.om is 

you hnve to rrt 'in Iraqi vlaf - llo snia "You r.r« n cnriRtian, you're 

goinp, to hnvo to f.et nn Jrnnl virni: Ilr tiion nakod , "There 'r. nobody 

in your family who'o Jov/ish 1*. thoro?" i nnnwernd no. Mr. Tl.cili.eln 

cnomed quite r.nxioun tn lilro me on tlir r.-pnt. The omploymont nontraet 

vnn to be for 9 montbr w:ith ;: wocV ImeX in U.S. every ? raonthc. I 

said I unntntl to dls-.ruRc it \iitli niy uri'^. _ _ _•--•-••
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After leaving Mr. ThMlhelm, I telephoned Mr. Abreu and 

Informed bin about the interviow and about the Jewish problem. Abreu 

aald that he didn't think them wan a Jroish problem in Iran. (He seemed 

under the Inprerslon that employnent van In Iran.) I told him that jiy 

wife la Jewir.h and then he said he didn't see it as n. problem since ay 

vifc WSB not eoinc vlth znn. I then told him of lhellhe''.m's concern 

about anyone In wy family betnf! Jewish.

On March 3rd or l<th, 1975, I again npohe to Mr. Thellhelm and 

told him that the job offer ves very attractive but that I had aisled him - 

tbare la someone in the family vho is Jewleh and he agreed that that would 

disqualify ne for the Job. I said I would like to work for the company 

In some other country. He thanked no and said he would get in touch with 

me.

later, Mr. Abreu contacted me and told me that he hod tried to 

"Bell" ne to Biellhelm but he vae told that they could not take anyone 

vho has Jewish connections. /

•" c ^

SWOR.H TO HEFCRE ME THIS

Alttu, day of ,^ Juno, 1975.

J Lfconard Messer
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ise PHixt UK

CHARGE Of T 124-ROOC1
INSTRUCTIONS

I! you \a-tv u co-ip.io.nl. i.il in thi» form or.d mud ir to the Equal Emp! O y-* 
Oppoilumly Codnis»ion'i District Of tic* in your area. In mo*l CTIMB, a char 
mm I tw fil*rt with in* E~T.CC within a mp«Cir»H dm* alter lh* dimcnmirotorv a 
toc'f plac». IT IS THEMCF ORE IMPORTANT TO FILE YOUR CHARGfl Ab 
SOON AS POSSIBLE. (Attack txtr» ih«clj of paprt if ittetttafj.)

Anti-IXfaBatlon League of B'nal B'rlth

IOUl C"tlO 

Mlt Ml&IN

3T-5 LexlDgton Avenue Kev York
». i

York, H.Y. 10016
THE FOLLOWING^PIRSQN^ALWAYS KNOWS WHERE TO COHTACT_ME

«AM (t<Uamt* Itr. at M».) QUB finger. E«q, « •£»««« MO. f;*:W. v«« «^«^
Arnold Porater, General Counsel Ed Lavvy, Eflq. (212) 6S9-7UOO

315 Lexlngton I CITY, JTAIt. MO IIP Ct»I 
Hew York, H.Y. 10016

LIST THE EMPLOYER. LABOR ORGANIZATION. EMPLOYMENT AGENCY, APPRENTICESHIP COMMITTEE, STATE OR 
LOCAL GOVERNMENT WHO DISCRIMINATED AGAINST YOU (If **n *on 0*1«, tltt all)

BendLx-Siyanco 301-997-9177

Rout* 108 ! CITT. SIATt. M« ZIP COCI 
ColinbU, Maryland

OTHERS «HO
OiSCRlMiNAnEO

AGAINST YOU

I 0* CO****tV 0> UH,C

Explain what unfair thing wos done to you and how other persons were treated differently. Undemanding that thu 
itattTjcfit is for tht use of the United States Equal Employi«nt Opportunity CoT,nlssion, I h«r»by certify:

See attached.

I tw*3t or aMiirn Ihoi I ho •/• rwd lh» abovw chgf-» af*J thai 
U IruB to tha b*«t ot n/ *rto-l»rf^», mbrmUon gnd b«li«t

Sub«cTib«d and

ll»»t|.«t flf n ii i.//i..Ji /»f «. toi.t • Vo*«» 
(Au, 11g* ymtr tn. n no** ana mail to <K» Dmrict

5 Pf*viou» •diuon» of thw lorn may b* uMd.
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. b. Ut-\ \HfMENT OF LA°QR 
orrr i or TMC SECRETARY

WASHINGTON

1 0 5975

MEMORANDUM TO HEADS OF ALL AGENCIES

SUBJECT: Employment Discrimination Based on Religion or 
National Origin by Federal Contractors Engaged 
in Operations or Activities Outside the United 
States or for Foreign Governments or Companies 
Within the United States

Questions have arisen regarding the obligations of Federal 
contractors under E. 0. 11246, as amended, when they are 
hiring United States citizens or resident aliens within 
the United States for performance of work outside of the 
United States or for work in the United States pursuant to 
a contract with a foreign Government or company.

E. 0. 11246, as amended, and the guidelines issued pursuant 
thereto, 41 CFR, Part 60-50, prohibit Federal contractors 
from discriminating on the basis of religion or national 
origin (as well as race or -,ex) when hiring for work to be 
performed in the United States or abroad. Federal contractors 
are exempted from this obligation only when hiring persons 
outside of the United States for work to be performed outside 
of the United States, 41 CFR 360-1.5(a)(3). Thus, any Federal 
contractor or subcontractor hiring workers in the United 
States for Federal or nonfederally connected work would be in 
violation of Executive Order 11246, as amended, by refusing 
to employ any person because of religion or national origin 
regardless of exclusionary policies._in_the country where the 
worK yi'ir'to be performed^or for whom ther_wprk^wilT""^[jg«?brried.

All agencies are to insure-that the equal employment 
principles reflected in this Memorandum are fully implemented..

Peten 3r. Brennan 
Secretary of Labor
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ANTI-DEFAMATION LEAGUE OF B'NAI B'RITH
:J1S UXINGTON AVKNUE. NRW YORK. N.Y. lOOK.. TKL 683-7400

May 27, 1975

Mr. H. Minton Frauicis
Deputy Assistant Secretary of Defense
Manpower and Reserve Affairs (Equal Opportunity)
Office of the Assistant Secretory of Defense
Washington, D.C. 20301

Dear **• Francis:

Pursuant to Executive Order 112U6 and Office of Federal Contract 
Compliance Guideline 60-50, the Anti-Defamation League of B'nal B'rlth 
calls upon the Department of Defense to conduct a full-scale compliance 
review of Bendix-Siyanco, Columbia, Maryland. Bendix-Siyanco ia a sub- 
sidiary of the Bendix Field Engineering Corporation which is a division 
of the Bendix Corporation of Michigan. As you know, the Bendix Corpor- 
ation is a major defense contractor.

Bendix-Siyanco's principal operttions axe located in Saudi Arabia. 
^s a direct consequence of that fact, the Bendix Corporation is dis- 
criminating against all Jews who apply for employment or who may be 
their employees by not assigning them to vork in Saudi Arabia because 
°^ 'fc*le iT religion." As further evidence of that fact, the Bendix-Siyanco 
Company has been soliciting religious identification information on its 
application for employment form.

In view of these facts and allegations, the Anti-Defamation League 
°^ B' na^ B'rith urgently calls upon the Department of Defense to conduct 
a full-scale compliance review of rhe pattern and practice of discrimin- 
ation against American Jews as it exists within the operations of the 
Bendix-Siyanco Ccnrpany and its affiliates. We further call upon the 
Department of Defense to direct the Bendix Corporation to eliminate any 
and all discriminatory practices affecting American Jews and to immedi- 
ately institute a program of affirmative action to correct and eliminate 
such vestiges of that discrimination as may continue to exist.

We await your early report.

Sincerely,

Arnold Porster 
General Counsel

AF:le



262

POH8B OF ATTOB8K

I, Martin A. Watkioa, of 2U-C Horth Everhart St. Wast Chester, Pa., 19380, 

< hereby authorise the Inti-Def runation League to repzwaiDt «e ia all matter*

pertaining to the Bendix-Siyanoo Company. 
'». 

J May 2. 1975______

Oat* . MABT1H A. HATKIHS

' *Mt Ch»I», Pi. Chfitei Couim
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STIINBERO. GENERIS, LUERSSCN & VOOELSON 
ATTORNEYS AND COUNSELORS

ftOO FIDtLITY UNION TOWER 

DALLAS. TEXAS 792OI

May 14, 1975

Mr. Ira Gissen 
ADL of B'nai B'rith 
315 Lexingtoti Avenue 
New York, N.Y. 10006

Dear Ira,

Enclosed please find affidavit of Herman EisenKraft in 
connection with' his receipt of the employment application 
from Bendix-Siyanco. I had prepared an authorization for 
ADL to represent hist in connection with allegations of dis 
crimination, etc.). however, he pointed out to me that he 
felt that Bendix~Siyanco had not discriminated against him 
 ince he never completed the application form. Re says 
that he has no objection to presenting tho application blank 
to the proper government civil rights agency in the form of 
a complaint; provided, ADL believes that it' is a violation 
of the law to ask religion on such application form.

  Mr. Eisenkraft says that he subsequently received a follow- 
up letter from Bendix-Siyanco and he wrote on the letter

' that he received, an inquiry about the housing conditions. 
He haA not heard from them since he returned their follow- 
up letter with such inquiry.

Mr. Eisenkrnft is quite cooperative and if you have any 
further questions,etc., I believe it will be all right to 
telephone him. Ris office number is 214 651-2639 and his 
residence telephone is 241-1888. . .

If I can be of any further assistance,, please let me know.

Sincerely,

ce E. Steinberg 
LES:hgt 
 nca.
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AFFIDAVIT

'STATE OF TEXAS )
KNOW ALL MEN BY THESE PRESENTS 

COUNTY OF DALLAS )
'*• • .'• "
> ' '••' Before the undersigned authority appeared Barman -

''• Eisenkraft, who upon oath states as follows: '' '*

•-/• ' That I reside at 4220 High .Summit Drive, .Dallas, ;

Te^as 75234; that my telephone number is area 214 241- 

., 1888j that 1 am currently employed in purchasing by Sanger ' 

karris Department store in Dallas, Texas.
• , r , . * •:»

''<• . ' That in approximately January or February, 1975, I ,
C ; -' • «- 

^ noticed an advertisement in the Dallas Morning News

.advertising a position abroad with Bendix-siyanco. _.I sent 

my resume, a copy of which is attached hereto aa Exhibit A 

,'•:. arid received in reply the application attached hereto of 

,Bendix Siyanco, as Exhibit B.

• «_•• ^Signed this /7 day of

HERMAN EISENRPJiPT

Subscribed and sworn to the undersigned notary public in 

and for Dallas County, Texas.

Notary
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RESUME' 

. PURCHASING - MERCHANDISING - ADMINISTRATION

HERMAN EISENKRAFT 
4220 High Summit Drive 

'Dallas, Texas 75234
»'*' i ' ••
;Tel'ephone:' (214) 241-1888

^Age: 501 .
.Married -( 3 Children1 ' , .' ''A '","''.'. • ••'•••
'.Honorable Discharge Received from U.S. Air Force (1940-1945)
V •:' ,'.•'•" - ,..•>*•'

. , Schools ! ' . " :;\~r~~ '" , , - ',., • -.•
,'firasmu's Hall-Brooklyn, N. Y. • 

It. 1. U. School of Retailing - New York, N. V. ' 
School of Business - New York, N.'Y.

Attended several specialized courses sponsored by Headquarters Army and 
A Air Force Exchange Service .

Employed by: HQ Army & Air Force Exchange Service 
', Dallas, Texas 75222

"From 1951-1973 - Retired June 30, 1973
Last Position: Merchandise Group Manager ... 
Please refer to attached for details of complete AAFES assignments..

Salary - To be negotiated.
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Summary of Employment

HQ Army & Atr Force Exchange Service 
Dalian, Texas 75222

June 1972 to Present 
Merchandise Group Manager - HQ AAFES
Electronics & Retail Automotive - 12 people, 3 sections 

, 'Responsible for the procurement and related programs for borne, 
electronics, pre-recorded music (records and tapes) and all '

., retail automotive products (TEA).V' •

' 'June 1968 - June 1972
'Chief, Hardllnes Branch - European Exchange System 

,- Branch consisted of 87 people - 6 groups U.S. & local
' national - Branch responsible for purchases of approximately 

,"•' 80 million dollars (offshore & USA) per year - Merchandise 
v "included:

Home Electronics & Pre-Recorded Music 
Photographic
Jewelry (Precious, Semi-Precious & Costume, Clocks 
and Watches
Housewares - (non-electric and electric - portable 
and major) . 

•Hardware - Garden Supplies and Equipment ' , 
Furniture and Gifts ' 
Toys, Sporting Goods, Hobbles and Luggage

1957 - July 1968, . ..
Senior Buyer, HQ AAFES - Supervised 15 people '•,••.'•' 

, Housewares - responsible for procurement of all major and portable
electric appliances, all houaewares, all home furnishings,, hardware, 

: garden, barbecue and picnic. • • '

JulV:1955 - July 1357 .. , ' :, f 
Buyer, HQ AAFES - Supervised 6 people •".'-• 

'Home Furnishings - responsible for the procurement of luggage, small'1"
leather goods, furniture, hone furnishings, carpets, rugs ,' garden \ 

..supplies, and hardware. ' ''' 
' •'-.-,„ , , . '$ : ~ 
: August 1953 - July 1955 -••-., ̂ , 

,_, Buyer, HQ AAFES - Supervised 4 people
Equipment rot for resale-responsible for contacting sources, securing 
bids and negotiating purchases of office, factory, retail and rest- < 
aurant equipment according to specifications' furnished, including 
investigation and recommendation of new items. • • "' , , .

March 1951 - August 1953 . ,. 
-Assistant Buyer, HQ AAFES '• '•' 

Began In the Equipment Section, transferred to Sporting Good* and ..' 
returned* to Equipment as full buyer.
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FULL.
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«i tUarly »*d C0(npli1«ly. Tfp« or print U Uk. A wart r»«um« . 
J !• IhU Ittf

r«m«U

C«wlU|l» T« 
AffU t»hctp«'rft|»h H«f«

PMCCMT , , . HO. AMDlTHEtT 
ADDKtO - ;V ,» ' ' ,

MP CODE TELCPHONI i<UMOE*

PCHMANCMT NO. XMD STKCCT 
ADDAC9S •

ZIP CODE TELEPHONE NUMBER

POCaEHTtlTIZCHSHI CITIZCHSHIP AT BIDTIT «ELK)ION LACI OF DIRTH DATE 07 BIRTH

n*I>< ifrHd LJ \V|dov"«rlLj DlvoVcvd O S«p«raU4 LJ H«jnb«r a? Cldldr««'_

DAT! PASSPORT EXPIRRD SOCIAL 9CCUMTY NO.

PfltOitlT MILITARY SERVICE STATUS HRANCH Or SERVICE LENGTH Or SERVICE [UMIK AT SEPAflATlON

BELECTIVE SI»VICC CLASSIFICATION WCBE YOU EVER Cr RT MARTIALEDT TYPE OPSEPAHAJION

HAYS YOU IVEII DEEM CONVICTED DY ANY CIVIL OB MILITARY COURT OK LAW ENFORCEMENT ID« Ml IIKl»d« 
nlttt Iteflte viol*ll«M f»r *Mcb • fin* •( $2S.OO ot Uoi «/•» p«ld)f N» __ Y*I___ '
u r«». <i«««rtb«_____• _________________~__________________

DO YOU UIE NARCOTICS OR INTOXICANTS HABITUALLY'

DO YOU HAVE AHJ PHYSICAL DEFECTS' II It,. d.icr

HAVEYOU'HAD A MAIOB ILLNESS IN THE PAST FIVE YEARS*

POMTIC«« (31 APPLrCP PO«_____________________ SALARY DESIRED »_

DO YOU ACCEPT A89IOMMENT AT _ • __ WHEN CAN YOU
AHY PLACE CI (AUDI'ARADIAT , Y.. Q N. D REPORT FOR WORK*

OCHOOLS NAMC AND PLACE Jma* i MfMf". 
wn T» SVH1ECT STUDIED DECREES REC-O

HI)*

LIST ANY OFFICE MACHINES AND 
Al'TOMATIVE EQUIPMENT YOU ARE 
ABLE TO OPERATEt

DO YOU HOLD A VALID 
ORIVIHO LICENSE* T..D H.O
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Mr. Herman Plsenkraft 
4220 High Summit Drive 
Dallas, Texas 75234

Dear Mr. Elsenkraft:

BENDIX-SIYANCO

Dec 30, 74

This letter Is to acknowledge receipt of your Resume, and to Inform 
you that a preliminary evaluation reveals you may be qualified to fill 
a position In our Saudi Arabian Program,

i
Before we progress further, we wish to Inform you of our Program and 

to determine your Interest In working in Saudi Arabia.

Bendlx-Slyanco Is currently providing Management personnel. Instructors, 
and Technicians to the Saudi Arabian Ordnance Corps Program (SOCP). En 
closed are brochures which will provide some additional Information on the 
program and Saudi Arabia. We offer a one-year contract to eligible applicants 
with a large number of our positions as bachelor assignments. Quarters and 
local business transportation are provided by the Company. Messing facilities 
are available at a reasonable fee; we also provide recreational facilities and 
programs, a desirable rest and recuperation program, vacation, sick leave, 
medical facilities, group Insurance, and the like.

«
Most qualified employees elect to remain on extended contracts to take 

advantage of the eighteen (18) month tax free clause of the Internal Revenue 
Code.

- In the event you wish to be considered further for a position In this dynamic 
program, please complete the enclosed application and pre-medlcal form. We 
would also appreciate your comment on accepting a bachelor assignment. We 
must have your reply no later than 30 days from receipt of this letter. In the 
event we do not receive your comments, your Resume will be removed from 
active status.

Additional Comments: Please submit a detailed Resume, per attached format.
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OVERSEAS ASSIGNMENTS 

SAUDI ARABIA

Bendix-Siyanco Offers Excellent Opportunities to U. S. Army 

Ordnance Personnel with Experience in the Following , 

Operations:

• Vehicular Maintenance

• Armament Maintenance

• Supply

• Data Processing

• Quality Assurance

• Post Engineering

o Training

Send Resume and Salary Desired to:

Bendix-Siyanco

9250 Rt. 108 
Columbia, Md. 21045

S»-527 O - 75 - 18
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MEDICAL INFORMATION
>plir:ui1: Plca.sc romplete this Hiikr tmly, and answer all nuesliunH fully. Do not have a phyalcal 
~ " ~ examination fjodbctcU uiU<*m specifically requested by llvndlx.

Dale

\atf 

Idress

Marital Statua

Weight (Actual-ln Street Clothe.)_t»__ se»._ Height < Acw.i-wiihout shoo.)_
NOTE: If your prricnt weight exceeds the weight limitations on the reverie aide of this form, 
II will require approval of our plunt physician prior to extending sn offer of employment.

case of emergency, notify:
lame _____ . _______________________ _____ Phone 
Adrlrees ______ __

Have you ever filed a claim for Workmu'a Compensation? Ye*_ 
If y«: Nature of Injury _]________ Ami. of disability In % .
Name of Employer ______________ Addrea» .

Date
Have you ever hcon disabled while In the Gov't. .Service?
If yes: Nature of Disability_________ Ami. of disability In '. _____ _______
If you have ever been fuund not qualified for military service (classified 4f or IV), atate dale 
and reaavn ____________________________________________________ 
List all other ln)urlea and d»tes____________________________________ 
List all operations and datea .
Llat all hoapttalltatlona Including Armed Service or Gov't Hospitals:
______ . ______________ Date ___________ Cauae _____ ________
__^ ______________ ____ Dale ____________ Cauae ________________

Cheek If ever employed In: High Allltudea ___ Tropic* ___ Arctic or Antarctic _______
Mine __ Smeltloc ___ Quarry __ Foundry ___ Chemical ProceMlnf ___ Claaa Work* .
Sand BlaatlJig ___

If you have ever had the following. 
Cheet Condltlona ...... Age __
3lom«* Trouble ...... Age __
Hvut Coodltloo. ....... Age __
Kidney Trouble........ Age __
Rupture or Hernia ..... A;- __
Back Trouble. ......... Age __
Freojuent Head»ci«!».... Ag» __
Nervoua Trouble. ...... Age __
High Blood Premure... Age __ 
Venereal Dlaeaae ...... Age __
Cancer ............... Age __

Indicate at whit ago and give detalla below:
Mental Illntsa... Age __ 
Dlobrtea ...... ..Age
Throat Disease.. Age 
Tuberculoaia....Agc
Slllcoela . . . . ....Age
Asthma ........ .Age
Ulccra. ....... ..Age
Allergies ..... ..Age
Fainting Spells . . A|(e 
Head Injury .....Age
Liver Trouble. . .Age

Varleoae Velna ...Ate 
Rheumatlam ...... Age
Arthrltla . ........Age
Fracture*. ....... Age
DlaloeatkHia ...... Age
A mputatlona ...... Age
IndlgeaUon ........ Age
Epllepay or Flta ..Age 
skin Dlaeaae. ..... A«e
Hepatltla ......... Age
Oermatltla ....... Age

DeformltlM or Scare 
Detalle

Llat any other defect* and/or dlaeaiH, m the fallowing which you have had and at what age:

Ha 
Ar

1 I oenlfy that the above unwer* are true and complete and I am awan that «y material 
fuUHftoutlou or ouloalon of fade may mult U my Immediate dlaonarge. ,

1M BevS/72 AtDlloaat Slgnar-re.
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BACKGROUND INFORMATION

BENDK-SIYANCO. BASED IN RIYADH, SAUDI ARABIA SUPPLIES TECHNICAL 

EXPERTS TO ASSIST THE SAUDI ARABIAN ARMY (SAA) TO OPERATE A MODERN 

ORDNANCE CORPS. THE CORPS, AS PRESENTLY CONSTITUTED CLOSELY 

RESEMBLES, IN FUNCTIONS AND METHODS, THE U.S. ARMY ORDNANCE 

CORPS. SUPPLY (ORGANIZATIONAL. DIRECT AND GENERAL SUPPORT) IS 

CONTROLLED BY A CENTRAL INVENTORY CONTROL POINT UTILI ING ADPE. 

MAINTENANCE OPERATIONS ENCOMPASS CONTACT TEAMS, DIRECT SUPPORT. 

GENERAL SL'PJORT AND DEPOT ORGANIZATIONS. THE EQUIPMENTS SUPPORTED 

INCLUDE WHEELED AND TRACKED VEHICLES AS WELL AS WEAPONS RANGING 

IWSIZE FROM EIGHT-INCH SELF PROPELLED HOWITZERS TO SMALL ARMS: 

THESE ARE MOSTLY OF U. 8. ORIGIN. MISSILE AND AIRCRAFT MAINTENANCE 

AND SUPPLY ACTIVITIES ARE NOT INCLUDED IN THIS PROGRAM.

'THE CONTRACT is MONITORED BY THE u. s. CORPS OF ENGINEERS AND
REQUIRES BENDIX TO PROVIDE PERSONNEL SUPPORT TO COMPANY EMPLOYEES. 

THIS SUPPORT INCLUDES ADMINISTRATION, FOOD, QUARTERS, PAYRO U. 

AND RECRFATION. AN ADMINISTRATIVE SUPPORT STAFF PROVIDED BY TV 

COMPANY OPERATES THESE ACTIVITIES.
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LOCATIONS OP WORK

THC FOLLOWING IS A LIST OP TMtl LOCATIONS, AND TYPES OF SUPPORT 

FURNISHED BY BENDK-SIYANCO PERSONNEL.

HEADQUARTERS RIYADH

ORDNANCE SCHOOL TAIF

DEPOT AL KHARJ

GENERAL SUPPORT AL KHARJ, TAIF. KHAMIS MUSHAYT 

AND TABUK

DIRECT SUPPORT RIYADH, JIDDA AND DAMMAM

PORT DAMMAM AND JIDDA

LIVING CONDITIONS

BENDDC-SIYANCO OPERATES AND MAINTAINS HOUSING FACILITIES FOR 

ALL CONTRACTOR PERSONNEL. LIVING TACILIUS ARE AVAILABLE WITHIN THL 

CAMP SITES IN THE FORM OE PORT-A-CAMPS, BACHELOR OFFICER QUARTERS 

AND CAMPERS. MESSING, PROVIDED BY BENDIX-SIYANCO IS CAPABLE OF 

FURNISHING NOURISHING MEAL SERVICE UNDCR SANITARY CONDITIONS FOR 

ALL CONTRACTOR PERSONNEL. RECREATION FACILITIES ARE AVAILABLE AT 

EACH CAM'SITE. FACILITIES INCLUDE MOVIE THEATERS, SWIMMING POOLS. 

LIBRARIES, ATHLETIC EQUIPMENT, PING PONf , POOL TABLES AND VARIOUS 

OTHER ENTERTAINMENT ITEMS. DISPENSARY F/.CILITIES AND FIRST AID 

EQUIPMENT ARE AVAILABLE AT EACH SITE. AT RIYADH A COMPLETE OUT 

PATIENT AMD NINE-BED FULLY EQUIPPED CLIMC, INCLUDING A CASULTY 

DEPARTMENT IS CAPABLE Of ACCOMMODATING EMERGENCY AND CHRONIC
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CASES. MAIL SERVICES ARE PROVIDRD BY MEAN! OF U. S. ARMY POSTAL 

SYSTEM OPERATED BY BENDK-SfYANCO.

DEPENDENT RELOCATION IS DISCOURAGED BECAUSE OF LACK OF SUITABLE 

SCHOOLS AMD HOUSING. THC DURATION OF THE ASSIGNMENT IS ONE 

YEAR AND C'W BE RENEWED. WE PAY TRAVEL AND EXPENSES TO AND FROM 

THE JOB LOCATION BOTH FOR VACATION TRAVEI AND RETURN TO p'OINT-OF- 

HIRE UPON COMPLETION OF ASSIGNMENT. ON THE- JOB PERSONAL EXPENSES 

ARE LIMITED TO A NOMINAL FOOD DEDUCTION OF ABOUT SlOO PER MONTH 

PLUS YOUR NEEDS FOR TOILET ARTICLES. CACH EMPLOYEE RECEIVES A 10 

DAY R & R LEAVE WITH AIR FARE AT ABOUT THE MIDDLE OF HIS TOUR. TWENTY- 

ONE DAYS VACATION IS EARNED IN THE FIRST Yl AR AND RET JRN AIR FARE TO 

WE U. S. IS PROVIDED.

SKILLS REQUIRED

MOST PROGRAM POSITIONS REQUIRE A BACKGROUND OF EXPERIENCE AND 

EDUCATION COMPARABLE TO THAT POSSESSED HY SENIOR NCO'S (E7, E8, and 

E9), WARRANT OFFICERS AND COMMISSIONED OFFICERS UP TO AND INCLUDING 

SENIOR FIELD GRADE. SPECIFIC SKILL AREAS. ALL RELATED TO ORDNANCE 

INCLUDE:

MAINTENANCE PERSONNEL 

SUPPLY DATA PROCESSING 

INSTRUCTION QUALITY ASSURANCE 

FISCAL PROCUREMENT
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PERSONAL KESUME 

DESIHI I) I OH MAT

NAML:
DATE Or BIRTH: 
PLACL OF BIRTH: I 
NATIONALLY: 
MARITAL STATUS: 
MILITARY STATUS: I 
CIVILIAN EDUCATION:! 
MILITARY COURSES:

EMPLOYMENT HISTORY: (STARTING WITH THE PRESENT ORGANIZATION FIRST, 
LIST POSITION TITir. DESCRIPTION Or WORK PER 
FORMED. RESPONSIBILITIES HELD. NUMBER OF 
PERSONNEL SUPERVISED, ETC.)

TO: (PRESENT)

I'ROM: 
TO:

PROM: 
TO:

NOTE: ALL APPLICANTS ARE REQUESTED TO SIGN AND DATE LAST PAGE OF 
RESUME

(USE ADDITIONAL SHEETS AS NECESSARY)
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EQUAL EMPLOYMENT OPPORTUNITY COMMISSION 

WASHINGTON. O.C. 20906
March 17, 19/5

Senator Frank Church
Attn: Jeffery Shields
Sub-Committee on Multi-National Corp.
Senate Foreign Relations Couimi. l:tce
U.S. Senate
Washington, D.C. 20510

Dear Senator Church:

The following is in response to a telephone 
request from Mr. Jeffery Shields, March 14, 1975, 
concerning whether Title VII of the Civil Rights 
Act of 1964, as amended, was applicable to American 
companies operating overseas with respect to American 
employees of such overseas operations.

The Supreme Court has clearly stated that 
Congress has the power to enact legislation which 
' 3 extraterritorial effect, nee Blackner v. U.S., 
264 U.S. 421, 52 S. Ct. 252 (1.932). Whether a 
particular statute does operate extraterritorially 
depends on the intent of Congress in enacting the 
^egislation. The language of Title VII indicates a 
Congressional intent to make the Title applicable to 
American citizens employed by American companies 
operating overseas.
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Page 2

Section 703 provides that it is unlawful to 
discriminate against "any individual" with respect 
to his employment. The section, in defining what 
kinds of discrimination are prohibited, constantly 
uses the term "any individual." The only exception 
to "any individual" appeara to be that contained in 
Section 702, i.e., aliens working outsido the U.S. 
and to employees of certain religious and educational 
institutions.

Giving Section 702 its normal meaning would 
indicate a Congressional intent to exclude from the 
coverage of the statute aliens employed by covered 
employers working in the employers' operations out 
side of the United Statas.

The reason for such exclusions is obvious; 
employment conditions in foreign countries are beyond 
the control of Congress. The section does not similarly 
exempt from the provisions of the Act, U.S. Citizens 
employed abroad by U.S. employers^If Section 702 is 
to have any meaning at all, therefore,~^5Ila necessary 
to construe it as expressing a Congressional intent to 
extend the coverage of Title VII to include employment 
conditions of citizens in overseas operations of domestic 
corporations at tne same time it exclude£"aliens of the 
domestic corporation from the operation of the statute.

This interpretation of Section 702 is consistent 
with the purpose of the Act, which is remedial, to 
remove the barriers that have operated in the past to 
favor certain classes of employees over others, Griqqa 
v. Duke Power Co.. 401 U.S. 424, 91 S Ct. 849 (1971).
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Page 3

Overseas employment practices of covered employers 
can have a very substantial intact on the employment
oppo^tunit'leg in dranoaMr fn^inyafinnB- Overseas
assignment, for example, for a period of time may be 
very necessary for advancement in domestic operations. 
Thus, unless the Act is conot-.T/ued to cover employment 
conditions of r.nerican citizens working abroad for U.S. 
Corporations, employees in i'ho corporation's domestic 
operations will not be afforded the protection that Title 
VII was intended to confer. Courts have traditionally 
construed laws to have extraterritorial affect when the 
failure to do so would have an adverse domestic impact.

If we can be of any further assistance please do 
not hesitate to contact us.

Sincerely,

. i>» i. -"-i C'- • «_ eS. •lj.:-t. /
William A. Cartsy c^T" 
General Counsel

cc: Congressional Affairs
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Labor Law
and Practice
in tlio Kingdom»
of SAUDI ARABIA
U.t DEPARTMENT OF LABOR 
lUMAUOT LAMU STATISTICS

For tali- by (|K Superintendent if Docnmmtl.
17.8. Cortrnrotnt Printini; Offlrr. Wiihlnctoa. D.C. 20401

Price: tl.liS, domntir po.lpaid; |1.00, GPO Bodulan
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the Institute of Public Administra 
tion began to offer evening courses for civil 
servants around IdW. Oral learning ha* been 
emphasised because of the need of this group 
to communicate orally every day with foreign 

• advisors and technicians. In the oil sector, 
English has been the main language of com 
munication at most levels and is the language 
of instruction for technician*. (See the chapter 
on Education.) A r.unco offers a 7-yeur English 
program through high school: Petromin work- 
era are Uught English at the Language Insti 
tute of the College of Petroleum and Minerals 
in Dhshrtn, and f-ey may attend dnily Kngllsh 
classes after working hours; the Knglnwring 
Coiiege in Riyadh installed a lungunK*.1 labora 
tory in 1968- The Saudi Arabian Ministry of 
Education also maintains an English language 
Training Center in Riyadh.

HsHftM

, Saudi Arabia is the renter of Islam, and 
' Mecca, the birthplace of the Prophet Moham 

med, Is the focus of annual pilgrimage for fol 
lowers of Islam from all over the work), lie- 
ligion is a social force. The ulrnia. the religious 
council, guards the traditions of the faith und 
may influence much social legislation. Islam is 
the only recognized religion und the people. 90 
percent of whom are Sunni Moslem, form a ho 
mogeneous Moslem population. The vast major 
ity of these Moslems are followers of Wahhab- 
ism, a puritanical revivalist movement originat 
ing in Central Arabia in the miil-lRtli Century. 
In the Eastern Province, at Qalif and al-Hnsa, 
Is s Shia'h Moslem minority. There are .10 in- 

> dlgenous non-Moslem minorities. Non-Moslems 
may be empk»ed but are not iwrmitteil to be 
come eitiseii* or enter the holy rities of Mecca 
and Medina; Jews have not been |»ermitted to 
enter Saudia Arabia since 1918.

Although Saudi ArabiaTTlmluenced by the 
Industrial West, until recently the Govern 
ment and society have remained conservative. 
Today the trend toward secularism U growing.

The Saudi Government requires that foreign 
management honor and "respect observances 
prescribed by Islam for its followers. The cm-

ployer should be familiar with these precepts 
which influence the philosophy and attitudes 
of the Saudi work force. Although conformity 
is rwngnize<l, so arc the need* of progress. 
Aruhi und foreigners work well together, but 
inch retains his own character; the labor force 
In the oil net-tor1 i» highly productive. Change is 
reflected In many ureas of work: Not long ago 
safety helmets were not worn because they 
have briir.j and the eyes may not be shaded 
from Und; today, helmet* are worn wherever 
needed.

During the month-long observance of Ram- 
adnii, the ninth month of the Moslem calendar, 
fox! and drink and tobacco are not consumed 
during daylight hours; after sunset substan- 
tiul meals lire calm and iwople visit and take 
cure of other nocinl obligations until late Into 
the night. Business activity slows consider 
ably hut observance is less than a decade ago. 
Two months after Ramudan, many worker* 
leave their jobs to nuke the hajj; legal pro 
visions are made for such leave.

During the lajj. the city of Jiddah which la 
clone to Mfccn and Medina Is subject to the 
rnont rhnnge. Kor weeks before and after the 
kail, pilicrirns disrupt daily life and business 
traveler* should avoid Jiddah. Many Saudls 
leave for Mecca; airports and hotels are crowd 
ed. In 1072, the Ministry of Communication* 
hired nearly 10,000 workers to handle telecom 
munications and postal services. The Govern 
ment ha* iittalilished «n Airport Pilgrim City 
in Jiddah tocarr for pilgrims. The Saudt health 
service itrew out of the need to care for the 
annual influx of pilgrims and to protect the 
health of the indigenous people.

HellulouB authorities have a voice In framing 
domestic and forvirn policy; they enforce 
public mor.ility. control women's education, and 
are consulted ky the King. Religious police 
(mK(<iH>ai"in) ensure conformity with the reli- 
gioui IIIWM, especially In the capital. Foreigners
•re required to meet bt-havlor and dress stand 
ards «n<) :!ctinn nuy be taken against those who 
rto not conform. Drinking is forbidden, but 
smoking, al»o* traditionally forbidden, is new 
common. Restrictions art enforced against for-.
•inn women.

IS
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CHARGE OF DISCRIMINATION "' U4-RO001

b* F||*J with Ih* 1

INSTRUCTIONS

«l b* F||*J with Ih* 1 lOC Wllnm n ir- l""l 1 .r, . oil"' 1)4- - 
oV plac*' IT IS '1 HF Ml (OH: 'IMT-OHTAr. t '1 M I: >'• V'l I 
ON AS POaslHI.L:. M'"""* *•«!'« »A»f<* "1 pafft ,/ *•<,- <»

mr
Anti-Defamation League of B'nal B'rith
it •mitt

315 Lexlngton Avenue Hew
CITY. m?|. «M> IIP COOt

Nev York, B.Y. 10016
i .

212-689-T'iOO
THE FOLLOWING PERSON ALWAYS KNOWS WHERE TO CONTACT ME

.
Arnold Foriter, Geneiral Counsel

TWeT «S35——————————
31$ Lexlngton Avenue

Tfl.|»wo»< M. (luriudt
212-689-TltOO

CITT. STATC, MO ZIP CC«I
Rev York, H.T. 10016

LIST THE EMPLOYER, LABOR ORCANIZATION. EMPLOYMENT AGENCY. APPSENTICESHIP cOMMiTTtE,
LOCAL GOVERNMENT WHO DISCRIMINATED AGAINST YOU III nun **, c-,*, l/it oltl

International Schools 3«rvlce>
CITY^ ST«Tt, v« tr COM

Prlneeion, Hev Jerier
onun wo

OISCRIMINArEO 
ACAINST YOU

*cc*r.v CHMOI r

MTI H0«r ttcrxr on r^TituiMi 
««M«. V«r. -w-f r*<*>

.x^loin whol unfair Ihinf] v*i; dcnv to you un(J how oih*r persons w«re ireule' 'i.^eren'iy. Understanding that this 
itatemenl IB tor Ih* UM of the United States Lqual Emp!oy-i€flt Opportunity CcTr..ssior. ( I hertby certlly:

I »w«f or "JJirm that 1 hfl»* r**j th. ibo^* chorqr arvl 'hot ,r 
•• trut to t'— bvtitef my kno-l-^q.., <nfnrr>irian and boli*f.

SuMcnbwd and •
•'-• ' -J ! t, - '

worn to b-tlor* ihi» EtOC cpr»»»»niat.*...
• fWtrMt At* TITLI

».' . •-«. . , - /• M

[ NOTARY PUBLIC

1U«X*I1» *ftO 1*0*N TO • (•:*< M TW11 OAT' 
(Off. NMlA. aV>« y*«T/

cii?jrr;irir7. u. z-s»^yii~- *»/

BCOC j££"?j 5
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ANTI-IJKI'AMATION I.I'.AU IK ()!•' II'NAI IfKITII
II 1 . I.I'.XINI. It IM AVI Nlll., Nl W VI Il(k. N Y 11 MM I, 11 !l. hll!l V'llM)

iTZiT—~ Mr. Peter Holmes, Director
noun i iiiu Office For Civil Riehtu
»«m!"»?mi u - s - Department of Health,
"<«' »«» Education and Welfare
[wlimnVi'I" Washington, D.C. 20602
Hlllt I •»!••• 
lltlMHI IIIWMI•IITIKI mu»n Dear Mr. Holmes:
mmi« loin

«n». u.nuiui The Illinois Office of Education has verified to u« that they have
biHr!".'^!! received discriminatory job orders from the Internatlons.1 Schools Ser-
•WQIHIIIHIMI vices, a non-profit educational corporation whose headquarters are lo-
•Nii<Vi!»i>, cated in Princeton, Beii Jersey. The discriminatory job orders received
<uiuiu<iii« by and verified by the Illinois office of Education contain language
Mul?M4iii>*iIMu prohibiting the employment of any teacher who hae "a Jewish surname or
I,.(M._ vno i s an Aacrican Jew or who has Jewish ancestors."
•1HIU I UIIMtH

(...»(__*. This recruitment wan for a school operated by International Schools
'"»•;"•"•«" Services in the Arab emirate state of Dubai. Such a Job order la clearly
<_taJ.. vlolatlve of Executive Order 112lifr and Office of Federal Contract Com-
miMa mtn pliance Guideline 6o-^0. It io our understanding that International
i««»"i uon Schools Services is a federal contractor ami is under the cognizance,
b..Mi«« with respect to equal employment opportunity, of your Department.
W. tMMilll

•OUMM «u Thc Anti-Defamation League of D'nai B'rith, therefore, calls upon
>«,_!,.»., the Department r>f Health, Blucation and Welfare to conduct a full-scale
IL'iJli.tT" 1 ' compliance review of International Schools Services' pattern and vrac-

. tice of discrimination against American Jews and further calls upon HEW
HiiMunuK to order sueh corrective action as is necessary to eliminate these
'i^Ti.'^.'^.. discriminatory practices.

We await your report.

Sincerely,

ArnolJ Forster 
General Counsel

AF/cms
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HKX-MIKIIUCKX

JOSEPH H. CKOil.N 
State Supcrintrntlcnt 

of CduCAClon

ILI nwis oi-rici. UK

Sp>in|licM, Pllinoii 62106 

January 31, 1975

Dear Placement Director: /

K)ut off c* WAS ronuicipd y-1 .•r.l.r, M- I'.i. Hal Oroc-noy, Hircctcr of the fducationjl 
Staffing I'lpj'.r.in. fur Tnt.rr;nt i.uMl .ichco 1: services in N'n; Ji-rscy. nis org.inlt- 
•tlon is In need r-I tine- t. i.-ii^i-. for tin- fall scnc r;t»rr .intl wanted co Know if 
Illinois could help hi-i mi -'u.-t not ice.

All thrr" v.irnneir-. ,irr in .h. 
torrilor / ii".ir tl-r |VM • i .m •u I f 
Mostly Atnrnc.in, .im! .i]-. (Si; •.

This i:, uli.n lir n.-.^l; : ]•;',•, •• 
of tiouifn,; l.uil'tif ,(••>,I -!.- 
The ft.il.iry wl 1 I hr M I. '( »d '" -, . 
in lli.lt !.c1ntul - l'i- ,il-." no- ; 
Park;, and KfrrtMt ion I... ' i , ,ru. 
possihlr. Till-, iiniivi.t" 11 •-. ' 
age J*-vrls In tlir .-,., :. ; .|-.;;v i..- 
9 yenr. Mr, ilrccnry r.il ! fl-i-v 
position.

tpd in rl.c country of Dubal in Arab 
K ^ »-!r -iit-iiy with 350 ntut'cntc,

y i. .1 Ic 1 •••". Lhorc.

J h^1 slnpic Chcr.iuic 
rr. (-f i^'^j]^ ccsciiir.r r^prricic*. 
!i.'ii..* r' tiio tc:.^l \ .?.. i>*ogr.in 
• ii T yii-i/ "ti, soroono, i.'i ch P. i., , 
icr ii: this I;fni! cf position, if . 
jitorr.r of te^rcatlpn for all • 
riU br t'ron U?, COO - 5^0,000 
a rale or fcnnlc for this

Th« third position is f-ir .-MI T - _
of cxpcricn--'- .i r. i ..rh-^,- 1 ;;v.r .i •;, , i'i- ;\"
ono yr.ir of ^.-]»i i -UK c m r i. '..-• in .'. c':
position uli i unp.i' (in:. Tl'. •' *0 .'0,1'. '0 ai

: , !i" w.irtts sor.cp.no with 4 years
n L rii. o I c-ncnt-iry icvcl. At Itas 

1, tiL-ttinf. The salary for tiiis

ISS will (.iy t iic rouivi I i i; I i 
Housinr, w 11 !n fiu ni' Ic.'il ; i. •

Because c.l • f o of •]',•• ; i.'.i-" 
^h_rso-p('M t i fin : ,1- •• ri.K'in •. ; 
have Jt-wl '.h .ni,«"-. t nr-".. r \<•,•.•. i

v;'onrc , : nc 1 ud •' i-.c, ' td^iicp for tlif**~.p cnployctl. 
..11 Juccrr is tax free.

_ 
J:-.' or who

Thcrn is n M-n-.r of nr,;< ncv al-.o. IMP ,iF th" J5S rccrui.'orr fill st.irt Interviewing^ 
for tliesp po-.l i ton", in .ihoui .' v ,-, •'.-. it yi": h.ik-t- ;i..v qntlui^n people t:ho arc* '* » 
intcrpj.'cd In .MI liifi-rvi i-i,- v. t U I" 1 ;, ?Ir. in .-n.-y •-•oitK' ,.l- t,i rrccivc a cnll to « 
that cff.Tt ., _ : .,i, u-n ._._.- . tl .;. . -,,i; .,,./ c,i. i.i.-.i i' i...-:rny, collect, and tcil * 
hiii about t'l.i-.c y ,.i ,ir,- ;cifi: ;:,,. i'".•,!••• il^ n.it f.if om ,i[;c apiiiicnnt* to do t'lis . 

. however. Mr. Crpeney i.m to n-jkhcil ,rt o09/921-911u, ' •

BEST AVAILABLE Cflf
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• f? January »l. 1»75

'.At our la'lt Internitton.il "e.ichlnr. Op,. i Limit!. •. iV.ifei VIKI- In I'M. .i,-.o, Mr. C.rrcrwy
, apoke on the needs of hi:. orr,.i..( -.it I .11 ,nI IT IMV,. t,.-j.-. vii UMi.:i t.-u:i In:, efI I.-.' 
'-••tnCO that tim-. I .1 op.' tli.i: :.,i.,.-! ,••• tv .-.If ll.-lp IUM ui M !'.:i.,'. ( it.' .,• V.KV.IICII.-S

and I ( know It wouUf l<r a f<v.thn in V<H>! k-ii' tht l>t< .ililo In fl.ui: one of your
people !• my of these posit ien::.

''; If you have -my questions about .invli'i,- :'vo sni' 1., ;ilcasc frrl tree to call me 
: ^.(217/762-6350). 1 wojld prefrr Lh-:t y^u r.Tkc t.i.- -alls to !ir. rrcc.nc-y coticc ning 

; ' any good appl CAntR yon my ii^"?, l-c'ai:o -;P'i kti'-u tn'.-n bcttci th^n onyonc c.'se, 
'',hou«vet,. I will be happy to asr.lst if van u.n.i :..<• to. H.ippy huncinc!

A r.r. Ist.'.nL I'-iTCtor 
T-MiTittT Plaf-tr.unc

, - .
::•,:•!"*"•.••• r

BEST Off ii
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ILLINOIS OFFICE OF EDUCATION
lOO North Firit StfMt 
5p* «ngf <H(t. Illinoi

March 25, 1975

Mr. A. Abbott Rosen
Executive Director •
Anti-Defamation League
222 West Adams Street
Chicago, Illinois 60606

Dear Mr. Roaen:

I have been asked by Dr. Allan Cohen, Executive Assistant to the State 
Superintendent of Education, tu explain to you the circumstance* surrouwl- 
ing «y telephone conversation with Mr. Hal Creency, Director of the 
Educational Staffing Progzw, for the International Schools Service! In 
Sew Jersey. ~

On January 30, 1975, Mr. Creency telephoned me In ay office with a request 
that 1 assist him In locating three teachers for the fall semester to teach 
In the Country of Dubal. Mr. Greeney explained to me that because thl« was 
an Arab Country and the International Schools Services could not guarantee 
the aafety of persons who were Jewish, the International Schools Strvlcea 
would not employ such persons for these positions.

In conversation with Mr. Crecney, he Identified the safety factor for persons 
of Jevlah background and encouraged me to make his concerns known a« people 
Mquested consideration for these positions. I apoke with him regarding 
the need to make that Information available and questioned -ther or not 
he thought I should make that information available In Ide -ylng those 
vacant positions. He informed me that as persons o? Jewlsl, jckground 
would not be considered for those positions, that I make that Information 
available to placement directors. He told ae that the International Schools' 
Services "cannot employ for these positions any teacher who has a Jevlsh 
surname or who la an American Jew or who has Jewish ancestors." Re requested 
thia be checked out before anyone was referred, because as he stated, "i 
would have to check out the ancestry on all those people." In streaming the

r-;:'V

58-521 O - 15 - 19
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Mr. A. Abbott ftoacn - 2 - Mart'- 75. 1975

• tlae factor In locating thede individuals, Mr. Grccney said that the 
restrictions would be necessary In order to get the kind of applicant

• they wanted quickly without going through large nunbers of application* 
fro» people they could not use anyway.

I believe I acted in what I thought was an effort to identify the personal 
safety factor potentially Involved In that Arab Country. While responding 
to the needs of the International Schools Services, I failed to consider 
the discriminatory tapact this would have. I deeply regret that in attempt 
ing to respond to Mr. Greeney's needs, I thoughtlessly acted in response to 
til* need.

Sincerely yours,

£. Mt^
E. Darrell Elder 
Assistant Director 
Teacher Placement
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B'nai B'rlth, founded in 16U3, Is the oldest service organization of 

Anerican Jews.

The Anti-Defamation League was organized in 1913 as a section of B'nai 

B'rlth to advance good will and mutual untlerstanding among Americans of all 

creeds and races, and specifically to combat anti-Semitism and anti-Jewish 

activities in the United States.

Among its many activities directed to these ends, the Anti-Defanatton 

League \v*a developed and implemented programs to protect the well-being and 

security of American citizens of the Jewish mth. Die Anti-Defenation Leagu 

of B'nai B'rith has undertaken an actlre role in protecting American Jews, aa 

weH as other minorities, frow discrimination.

The members of ADL, aa American Jews, are subject directly to economic 

Injury by the anti-Jewish discriminatory practices of Hospital Corporation 

jf America.

Hospital Corporation of America 1: it corporatljn with offices at 

One Park Plaza, Nashville, Tennessee. Anon; their other activities, they 

solicit persons for employment in the allied aedical fields.

During the spring of 1971!, Hospital Corporation of America advertised 

in the American Society of Hospital Pharmacist Job Placement Serrtces circu 

lar that they were recruiting pharmacists for both stateside and overtae* 

hospitals. (See affidavit of LYMAN GORDON CI1AN annexed hereto.)

On information and belief, Hospital Corporation of Amaric* had a hospi 

tal under construction in "iwil Arabia and were seeking staff for that 

hospital. (See affidavit of :»WI GORDON CHAN annexed hereto.)

In order to obtain employees for that hospital (King Faisal Specialist 

Hospital, Riyadh, Saudi Arabia), Hospital Corporation arranged Interrievi at 

their headquarters in Nashville, Tennessee.
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At least one prospective applicant, and on Information and belief, all 

prospective applicants were informed that to obtain employwnt, they would 

have to produce a baptismal certificate or a statement of religion signed by 

p. minister in order to show they were not Jewish. (See CHAD affidavit 

annexed hereto.)

Hospital Corporation of America was fully aware of the discriminatory 

practices in which they were involved. Indeed, on information and belief, 

Hospital Corporation of America was aware they received the contract to nanage 

the hospital in Saudi Arabia because they had no Jewish members on their 

Board of Directors. (See Affidavit £> of LYMAN GORDON CHAH annexed hereto.)

Relief Sought

HOSPITAL CORPORATION OF AMERICA VIOLATED AHD COKTINUES TO VIOLATE TITLE 

VII OF THE CIVIL RIGHTS ACT OF 196U AS AMENDED, CONSTITUTIHG A EMTERH AHD 

PRACTICE OF ILLEGAL DISCRIMINATION.

The letter of WILLIAK A. CAREY, General Counsel of the EEOC, to SHIATOR 

FRANK CHUHCH annexed hereto is self-explanatory.

WHEREFORE, complainant respectfully requests:

1. A finding of probable caune that Hospital Corporation of America 

discriminated and continues to discriminate In its hiring policies 

against Jews.

2. A finding of probable cause that Hospital Corporation of America 

discriminated and continues to discriminate in its appointment to its 

Board of Directors.
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3. That, failing conciliation, an action be brought to enjoin 

Hoipltal Corporation fro* continuing the above discriminatory practice!, 

to obtain doages of back pay to persons of the Jewish faith vho were 

not uaplo/ed because of these discriminatory practices, and to obtain 

such other relief as is necessary and appropriate In the clrcwtances.

U. mat, In the alternative, a Bight to Sue letter be granted.

flESICOPYAV^
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***
Holiday Inn, 
King Henry's Road, 
Swiss Cottage, 

, ' London, N.W.3. June 24, 1974
/.-*•

Mr. lyman G. Chan,
•' *130th General Hospital, 
v>APO New York, N.Y. 0969;., 
VU.S.A.

Dear Mr. Chan, "*
Thank you very much tcr your Interest In Hospital Corporation of 

; America and especially the King Fallal Specialist Hospital.

I am most Impressed with your credentials and I do want to explore 
your Interest further. It will be several months before definite plans are 

'made regarding the exact date when the professional staff will be required 
i . to be on slto. The hospital will open March 31, 1975 and we reel that 

the stuff will be "on-boord" approximately a month before the opening 
'date.

As soon as Information Is available, I will forward It to you for your 
evaluation and benefit. *

•i
Please be assured that we do appreciate your Interest and look forward 

to discussing these opportunities with you further.
•;•.. .

Sincerely,

Dictated by Ronald C. Marston 
and signed In his absence.

RCM/ac
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ORPORATION 
of AMERICA
Hut. -Park I'hin: 
Nnilmlli: IVnw

S«(rtib«r• 4. 1974

Mr. Lyun G. Chan 
, .130th Cancral Hospltjl 
• *AH> Nevr York, NY 04696
V ' «? *

' Dear Mr.v Chan:

The King Falaal Specialist Hospital Is a 250-bed referral, research 
center that will open in April 1975. We feel that the opportunities at 
the Hospital will be exceptional and quite unique. The Hospital U 
described as the most modern hospital in the world.

Housing accommodations will be furnished by the Hospital for personnel 
who live on campus. These housing unit-i are completely new. air-con 
ditioned, modern apartments, h.-ivlng efficiency, one-bedroom and two* 
bedroom accommodations . On the compound will? be a swimming pool with an 
amenities center. The amenities center will have facilities available 
for movies, a reading room and music room, a snack bar. a central lounge 
area, as well as a tennis court and squash court.

Transportation for new employees will be provided by the King Fslsal 
Specialist Hospital from their point of origin to Riyadh, Saudi Arabia. 
Household goods will not be shipped at their expense since all single 
housing" units will be completely furnished. Vacation for employees will 
be 3O days annual leave with return travel to the United States paid at 
the expense of the Hospital. Ad..cional post leave will be available 
whereby th* employee will be given seven days post leave after the first 
i2^ days of employment and again after 240 days of employment. Natu 
rally. the normal and routine medical care will be provided by the 
Hospital for all employees, fr.-u of charge.

Other benefits arc also attractive and these will be supplied later 
provided you hi-vo a continuing Interest. Emergency leave is also 
Included du« to the distance involved and thj problems associated 
therewith.
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'.'' . Pago 2

The Contract f.-r nil txpntrlati: vaplnycfn will l>" a 25-»onth rant r.vt 
inclusive i-f vu.it Ion mul jtoni have. Hrturn ii ivcl after c(*i»lfi Inn of 
the contract will .it«o IT ac the r»pcn;u- i>f thr lUxt pu.il.

The typical work schedule for the King K.ilsjl i^u-cUl l*t ti.»<ipliAl will" 
be a 6-day, 46-hour work week with rotational achcduU-3 for pevju»nn*l. 
We feel* with out liberal vacation and post leave policy, as well 33 th« 

-holiday* that will be given., approximately ter day* per year, that this 
.rotational schedule and work week Is appropriate.

•>!*„ t^ter yoyr review of this information, you have a continuing intar- 
\ie«t-i ^^would appreciate your completing and forvarding to M the en- 

cloafd application indicating your first, second and third areas of 
preference, your calary expectations and your Jate of availability. A« 
I .Mncionod, however. It will be perhaps March before individuals are 
brought on board for the Hor.piul, and then fro* March to September w« 
will continue to bring staff on board. Therefore* there is wple tiati 
for (ndivLdualn to make preparations for auch a *ove.

• A3 quickly as we have our salary schedule complete, I will also odvl** 
you o£ the beginning base rate. However, the salary ia quite co»p*t-

•- Itive with those paid in th* United State*.

We do have positions' available for physicians, staff nurses, charge 
nurses, supervisors. Inscrvice education Instructors and Many others.

• Mci-nslnn requlrfMcnt!! foe omployacnt arc the oam§ as those of the 
United Stutos.

t We shall be rocrultiott a few pharmacists from the United States. Should 
your Interest continue after your review, thea I shall look forward to 
receiving your completed cuployment application.

. Sincerely, ,

:, M-irsron 
Director of International Recruitment

RCM; 3 f 

Enclosures
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'•*'*' •' ' l^l m-Jiir i 1 Ai..
fc^Al CORPORATION 

".( \j-7 of AMERICA
^•^ On-i Tort Pln«i.

Nmlivilk Tennessee 37ZTO tllSl 3Z7-95SI 
' December 26, 1974

Mr. .Lyman Gordon Chan 
. C/O.&owenberg

8175 Inverness Ridge Road 
Poto-tac, Maryland 20854 <

V Dear Mr. Chan:

This letter will confirm our verbal offer of employment to 
you with the King Faisal Specialist Hospital in Riyadh, 
.Saudi Arabia, for 25 months. You have been selected for th* 
petition of Associate Chief Pharmacist and your reporting 
date will be on or about January 29, 1975. This offer is of 

• course conditional upon the following:

Your ability to pass a complete medical examination 

. Your ability to obtain a visa to enter Saudi Arabia

Your obtaining certain vaccinations and inoculations 
" specified by The King Faisal Specialist Hospital-

; . The confirmation of referenc" and other data included 
' in your application form

, . Documentation by photocopy of current licenses and 
educational diplomas, degrees and certificates.

The first three conditions set forth above are also appli 
cable to your dependents who plan to reside with you in 
Saudi Arabia.

The attached form sets forth your compensation and basic de- 
> ductions. I 1- is understood that tho converted values of tho 

Saudi Riyal and U.S. Dollar are determined by the conversion 
rate shown on the form, which is subject to some fluctu 
ations fron time to.tine. In the event of major changes in 

f 'currency values, the Hospital will review this compensation 
'"'and nay make certain adjustments to assure equity in salary 

payments.

. You should complete the enclosed forms for you and each 
dependent traveling with you including: passports, visa 
cards, three photogr iphs (passport size), alto forwarding a 
vaccination certificate showing current smallpox and cholera 
immunization, and a statement of religion or baptismal 
record signed by your minister. Enclose also the completed 
enrollment card, tho completed 'blue form,* as well as a
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c<ify of your marriage certificate.•'• :>*• '
You will find enclosed medical questionnaires that you and 
your family should complete and give to the physician who 
will give your Medical examination. I have enclosed Pro- 
BmployiMnt Medical examination forms that you should give to 
th* examining physician. In your case, I'M asking you to " " 
select a qualified physician to give the medical examination 
bo your family and forward the results to me immediately 
.with his evaluation. The cost of this routine medical • 
examination will be paid by H.C.A. .

I look 'forward to hearing from you. I suggest that you. 
arrange the medical examinations during the week of Decen-. 
her 30j-lS74. Please indicate to us in a letter or by 
telephone',the city in which your first flight will originate. 
Also', we will need to know if you plan to move to an al 
ternate address before departing. As soon as we receive 
your passports and other pertinent data we will begin 
making your travel arrangements and your visa arrangements.

Since;

Raid C. HarsTon 
Director of International Recruitment

RCMipn 

Enclosures
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IJ'rini I'-'rihli, J'ourttti.Mi in l?J'i',, i;. Lln 'iM<-;,t .-.ci-virc orrruuzat ton whoyc 

nrrnh'-rchip ir, ronpoccd of Amrrioan .low.-..

'Ifte Anti-Defamation if&r^e wa: organized in L>J 13 ac n section of B'nai 

B'rith to advance n°od will and mutual understanding among Americans of all creeds 

and racer*, and specifically to combr.t anti-Semitism and anti-Jewish activities 

in the United States.

The members of ADL, as American Jews, are subject directly to eoTnoodc 

injury by the anti-Jewish discriminatory practices of Aramco.

Aramco Services Company is one of "the biggest oil companies in the world." 

Aramco has offices at 1100 Milan, Houston, Texas 77002,

According to its own advertisement (annexed hereto), Aramco haa been opera 

ting in Saudi Arabia since 1S'33*

On February 2U, 1975, and again on March 10, 1975, Aranco advertised in the 

American Medical News for obstetrician-gynecologists to apply for employment 

in Saudi Arabia.

On information and belief these two advertisenents are only a ufcll fraction 

of Araoco'5 solicitation of American e«ployees for employment in Saudi Arabia.

This agency can take judicial notice of the fact that persons of the Jewish 

faith have been denied visas and not permitted to enter Saudi Arabia eince 1£W3.

On informtion and belief officials of Aramco have knowledge of this dis 

criminatory restriction. Indeed, their employment application states:

"Ftderal Law Prohibit.-. Discrimination Because of Sex" and 'federal Law 

Prohibits Discrimination Because of Age".

In no place does the Aramco employment application ("Qualification Record") 

indicate that "Federal Law Prohibits Discrimination Because of Religion." Indeed, 

the same application indicates:

„. (,
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"Ibis form is to be used onty in connection with applicants for employment 

to be hired for wort in Saudi Arabia tad vith applicwits who are required durire; 

the course of their employment to travel to Saudi Arabia or any other country."

This qualification is added to the application form because on information 

and belief Aranco has knowledge that Tevs have not been permitted to enter Saudi 

Arabia since 19U8.

On information and belief Aramco requests applicants to submit a Baptismal 

Record or other proof that they are not Jewish.

BELIEF soumr

AHAJCO HAS BEEH AND CONTINUES TO VIOIATE TITLE VII OF THE CIVIL RIOHTS LAW 

OP 1S<54 AS AM5NDED, COHSnTUTIHG A fATTEKH AND PRACTICE OF ILLEGAL DISCRDOTATIOH.

'[he letter annexed hereto from the General Counsel of EEOC to SEHATOK FEAHK 

CHURCH speaks for Itself. It states that American companies employing American 

citizens for employment overseas a;-.- covered by Title VII.

WHEREFORE: The Anti-Defanation League respectfully requests:

1. A finding of probable cause that Aramco has been and still is 

discriminating G£Oir.s*. persons of the Jewish faith.

2. That, failing conciliation, an action be bro'jght to enjoin these 

practices of discrimination, to obtain damages of back pay to Jews who were 

not employed because of these discriminatory practices, and to obtain all 

othev necessary and appropriate relief d^ated Just and proper.

3. That, in the altemative, a P.-U'rt to Sue letter be granted.

BEST
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Obstetncian-Uynecoiogisi, 
let Aramco baby you for nine months.

And biihy you wo will
You'll work m .in AMA ac 

credited hfv.piMl in j-wjtH 
Arabia, wrlh the l.iirM equip - 
motif ,*)| ynur )iiif|Oflip3

And you'll h.ivo "plnnty nl help.
Plus, you'll h.ivo a mtllton 

dollar malpraciico insurance 
policy furnished

in addition, you'll get a lop 
salary, an overseas .iliowgnce. 
with housing furnished.

Who is Aramco? Ammco \s 
or* of the biggest oil companies 
in th« world.

We'v« boon operating in 
Saudi Arabia since 1933.

Will you It ho Saudi? Wo don't 
know, but most of our peopic 
stay an average of over 12 years.

You don't h.ivo to st.iy but 
thrco or tour months, but we'd 
like- in have you lor nine 
months. There's a possibility 
you could stay permancntty, 
If you wish.

If you're American Board 
.certified or Board eligible, and 
single, we'd like to talk to you.

Call us And set up a time 
when we caooet together.

We'd like to know more about 
you and we'd like to tell you 
more about us.

CALL LlOVD BHOWM

ARAMCO SERVICES COMFftNY

\£4.**it.f. u£Slii''2;i.MSW—iit«i

, . .''•;_ Lenrn more about free me'llcpl building .<•
l' "', -<-•'••,. development. Write for our bfpchurc; '• • : -'•'•• *•.., t1
I :/'..,* Or telephone (414) ZT/S-iayTJCoJIect.'-;^"^'\ ••"•;'•• . • '- • • -•:*• •' : ';"- . '':••;•'> --:vs^:' *•" '

515 west wells srreef/mllwoohee, Wisconsin SO'•

*M£HC*N MfCMCAl NCW$ • FEUUAIY 14. lf7J
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PSYCHIATRIC KSDENCCS AVAttAfiU
la * I* r**r - - —- __„ 
t**r "75 or J*Murv "7* Proftim of<ct<
•Mm*eN WpCTVtM experience M IHfMl-
cu. MipUKal, cMd pMi-buiry. liattM/

dMMrj ind cteam line in <kot»«»J IK dr»( 
IICMMCM, d«y hmf«*l, rcKirch. or prc- 
ctVMnlMp m pn**lc prjcinc AM rcudcM\

cot* praftJM i> addHHM ia icmmjri. ind 
tM*rul eiytriMce l-or tppbcalkM or f«t- 
tkcr Mlwmatioo *rne. H. Von BfduchiiM.h, 

' M D.. Dutviot. Rrudc*c> Tuinm([. bcrun- 
flKM of PtyHualry A Hchaiiuul SCKTKYI. 
U«««Miy of OkUtwm^ Ik ,Hh Svcrvo:. 
CcMcr. PO Boi2**)I.Olljhom4'')l'MJ

MCDCAL SERVICES 
————MEWPHONE-

-OM> MO M**tH lw«V> bM H «*t* UMOT,*
M«« CilttH •* kM^M UM MUI Mtejl ^».

BOOKS

PUHJSH VflW MOK • 90 DAYS

Obstetridan-Gynecotogist, 
let Aramco baby you for nine months.

And baby you we will.
You'll work in an AMA accredited hospital In 

Saudi Arabia, with the iale»t equipment 
at your fingertips,

And you'll have plenty ol help.
Plus, you'll have a million dollar malpractice 

insurance policy furnished.
In addition, you'll get a top salary, an overseas 

allowance, with housing furnished
Who is Aramco? Aramco is one of the biggest oi4 

companies m the, world.
We've been operating in Saudi Arabia since 1933.
Will you Itkc Saudi? We don't know, but most ot 

our people stay an average of over 12 years.
You don't havQ to stay but three or four months, 

but we'd like to have you for nine months. There's a 
possibility you could slay permanently, if you wish- 

It you're American Board certified or Board 
eligible, and single, we'd like to talk to you.

Call us and set up a time when we can 
get togeiher

We'd like to know more about you and we'd 
like lo tell you more about us

CAll U0*n BROWM

ARAMCO services COMWKNY
1100 UK AM/J7MI n I MIVNOU-.TnN ![**< !'&>} 

AN IOUAI. O*T*<.nruhlT . tMIKJYtfl
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Senator STEVENSON. Thank you, Mr. Brody.
Mr. Eisenberg?
Mr. EISENBERG. Thank you, Mr. Chairman. There were two themes 

that tlu> administration representatives stressed yesterday, Oi.e, that 
there is no threat, and, two, that these bills jeopardize the chances 
for peace in the Middle East.

I think the study that was referred to by Mr. Brody and the article 
by Mr. Rowan in the Washington Post of July 6, which discusses 
Mr. Levy's study and the study of the International Economic Policy 
Association as to the real scope of the threat of accumulating petro 
dollars. Roth studies indicate that there is a real threat.

Mr. Rowan says in his report these studies are an effective rebuttal to 
an effort in some quarters to downgrade what OPEC pulled off by 
suggesting that the concern over OPEC's buildup has been exagger 
ated.

The real response to these observations as detailed in these reports 
is that OPEC has emerged particularly strong.

The OPEf members are expected to accumulate financial surpluses 
of at, least $200 to $,300 billion by 1980, bringing with it the potential 
for great economic povar. And the article goes on to indicate the 
vast numbers that are really involved.

Perhaps to put it into perspective, when we talk of numbers like 
that, we ought to realize that the entire mutual fund industry in the 
United States, the net asset value of all of the portfolios of all mutual 
funds, is less than $45 billion.

So you are talking about accumulating surpluses in a. matter of a 
year or two which vastly overshadow the value of all of those invest - 

. ments.
And yet the. Assistant Secretary, Mr. Parsky, said yesterday in 

effect that there is no threat, and the, thrust of the testimony of Mr. 
Tabor was that there is no threat.

These bills are really minimal bills. They are not bills that reach 
far out. S. 953 is, after all, a bill which the administration says gives 
it power which Mr. Parsky says it already has.

Well, if that is in fact true, that S. 953 does only give power to the 
administration that it already has, then certainly the effect of that 
bill cannot be, as Mr. Tabor indicated, that the bill would upset our 
efforts to make peace in the Middle East and achieve a peaceful solu 
tion to that situation.

At page 7 of his testimony Mr. Tabor indicates: "The enactment 
of the amendment''—this is S. 425 the, Williams bill—"would be inter 
preted by the Arab countries as a shift in U.S. foreign policy and 
might jeopardize the ongoing efforts of achieving a peaceful settle 
ment."

I don't think that argument holds water for several reasons. If 
minimal bills—essentially disclosure bills—are going to upset the 
ability of this country to achieve a settlement in the Middle East, 
then perhaps we ought, to know about that now. The administration 
seems to be saying that a Mid-East settlement will only be achieved by 
the United States foregoing its basic antitrust policy and its basic 
antidiscrimination policy. I think that will be received by the world 
as the United States bending in very basic areas in order to achieve 
this "peace." It would seem that peace probably depends more on an
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independent U.S. position, not a position which is brought about by 
Arab pressure or the perception that the United States bending to 
Arab pressure.

As I have noted, if these minimal bills cannot be passed because the 
administration says they are going to threaten the peaceful settlement, 
then I think we should know that now before we get involved in that 
kind of a situation, before there are guarantees or whatever the 
settlement that come up will entail.

These bills give the administration power necessary to deal with 
the situation really utilizing reporting and disclosure techniques widely 
used in the securities regulation area. The Williams bill, says you 
shall report and it tacks onto the existing 13(d) of the Securities and 
Exchange Act, reporting by people who acquire over 5 percent of 
public companies and gives to the administration the power to pre- 
screen such acquisitions and then the President has the power to say 
yea or nay, based on certain standards such as national security.

If these bills are going to upset the possible peace in the Middle 
East, I think we should know it now. I think that is not a real argu 
ment. Neither does the argument of a threat hold water. I think the 
Levy study, and Mr. Rowan's report of the two studies in the Post 
indicate there is substantial threat.

And we are told by Mr. Parsky that the Kuwaitis are after all re 
sponsible investors; that they are only investing for return, they are 
not pushing their weight around.

I think it was the Kuwait's, if you recall, Mr. Chairman, that were 
the ones that tried to force Rothchild and Warberg out of a syndicate 
here and were successful in forcing them out of investment syndicates 
in Europe. You will recall that they attempted to force Merrill Lynch 
to accept a condition that would oust Lazard Freres from a syndicate 
the underwriting of which was led by Merrill Lynch. Fortunately Mer 
rill Lynch opposed that pressure and the Kuwaitis were not successful.

But I think the incident, which received wide reportage in the 
general as well as the financial press and which was discussed previ 
ously at Senator "Williams' hearing, indicates that the Kuwaitis are not 
really that docile, that they will push the boycott as far as they feel 
thev can carry it.

When the pressure was met bv Merill Lvnch, they receded. I think 
that is a lesson also for this legislation. If the legislation is passed, and 
it is clear that certain practices .which this country deems to be con 
trary to our policy are illegal and will not he tolerated, then there is 
a <rreater chance that there will be compliance.

I was reallv surprised at Mr. Scalia's testimony and his internreta- 
tion of the antitrust laws, which laws are pointed to as a bulwark 
n.'rain st. this kind of thing by some of the other administration wit 
nesses.

Mr. Soalia said in his discussion of the antitrust laws:
An agreement Iwtween commercial firms doinc business in the United States to 

boycott another firm in this country would constitute a traditional form of 
restraint of trade and ordinarily would fall within the category of pond net 
Illegal per se under the Shermnn Act.

I think that is quite true.
There are, however, some special features about the present case. First, and 

perhaps most important, is the fact that the ultimate pnn>ose of the boycott is
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not to injure any United States firm—nor is it even a commercial purpose in 
the usual sense. The boycott is ultimately a political rather than a commercial 
phenomenon.

Second, there is a question whether the impact upon United States trade of a 
boycott of this sort which in effect requires an American company to choose 
between certain types of business relations with Israel, or dealing with Arab 
countries is so severe as to justify application of the per se rule of illegality 
as applied domestically.

I have some familiarity with the antitrust laws, and it seems to me this is a 
new doctrine, that there is really no case I am aware of that supports that kind 
of a statement.

I have some familiarity with the antitrust laws, and it seems to me 
this is a new doctrine, that there is really no case I am aware of that 
supports that kind of a statement.

I think that the Supreme Court in Klors and Silver v. N7SE and in 
cases which have been cited in previous hearings indicated in the words 
of Senator Williams and Javits in their letter to the Attroney General 
of February 28—

In the absence of Government regulation, it Is a crime pure and simple for 
businesses operating In this country to combine and dictate the terms upon 
which others in the industry may do business.

The antitrust laws are designed to protect both the right of entry into an 
Industry and the rights of existing businesses to be free from combinations of 
firms acting to limit their freedom to compete. That the instigators are a 
foreign government is not a justification for the type of pressures exerted to 
force lizard.

It was in this context that this was written—
Out of the Merrill Lynch syndicate. The laws recognize no such exemption. 

Any company joining such a boycott willingly or under economic duress joins 
in an illegal conspiracy.

T think the cases more support that view than Mr. Scalia's novel view 
of what the antitrust laws reach and do not reach.

If we are at the point where we are compromising basic antitrust 
policy, in order "not to endanger negotiations in the Middle East," 
then that is an additional reason, over and above the questions of dis 
crimination, which have been brought up by Mr. Brody and by others, 
not to permit such conduct. We seem to be not only ready to compro 
mise an antidiscrimination policy, we seem also ready to compromise 
antitrust policy. Now we will also seem to be compromising tariff 
nolicy. These positions of accommodation to the Arab boycott, which 
imping* on specific policies of our laws, are being forced on us by 
something which, according to Mr. Parsky, is really not much of a 
threat. We are asked to accept his evaluation because he has gone to 
the Middle East and has talked to all of these fellows and he thinks 
they are reasonable guys. He has not, however, produced much more 
than vague assurances.

If that is the assurance that this committee and the Senate is will 
ing to take and rely on, I think it is a dangerous policy.

If we are going to hesitate to pass bills which are really minimal 
in the'r effect when balanced against the potential danger, which would 
indicate that the Government is willing to stand by its long-standing 
policies—the Williams bill, after all, is just an extension of an exist 
ing Securities and Exchange Act disclosure kind of provision—then 
we are in greater trouble than we thought. The amendment says if 
you get together with others and try to oust someone, else from a
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market or apply pressure on firms not to deal with another—this vio 
lation is a traditional antitrust—that is a group boycott or a concerted 
refusal to deal, that you can't do it, and that the President should not 
approve those kinds of over 5 percent acquisitions where the acquir 
ing party has participated in such activities. If Mr. Parsky is right 
and the Saudis are not really going *o acquire more than 5 percent 
of any company anyway, then thf eally shouldn't get very upset 
about this.

It will be too late for legislation after these investments are made. 
Now is the time to do something about it.

I will try to wind up quickly here. The problem is that the admin 
istration statements yesterday make the boycott seem rational when 
in fact the boycott is not rational. It includes individuals such as 
Marion Brando and Elizabeth Taylor, in addition to various com 
panies whose connections with Israel is remote at best. Arabs who 
talk about the boycott are often introduced as rational businessmen, 
who are merely conducting investment activities, like Mr. Khashoggi, 
who gave an interview to Gil Kaplan of the Institutional Investor. In 
a recent edition of that magazine he was asked: "Isn't there another 
aspect to this?" talking of the boycott.

I mean the question that came to light about the Arab blacklisting of American 
firms, especially the Investment bankers who. were pressured to exclude some 
so-called Jewish firms from International underwrltlngs. There seems to be con 
siderable confusion about whether this Is a "Jewish" question or a "Zionist" one. 
I know you are not a Government spokesman, but how do you respond from the 
viewpoint of someone who obviously knows what Is going on?

And he talks about the differentiation between Jews and Zionists. 
Then he says:

But Zionism Is another matter. It's an Ideology, like communism, like faclsm. 
It's a political organization.

Then Mr. Kaplan asks him :
How do you really make such fine distinctions? As an example, there are some 

investment bankers who have Jewish people who are very active In raising 
money for Israel on their staffs and yet are not on the blacklist.

And Khashoggi answers:
When you are at war, when you are In the middle of the battle, you don't 

see right, you don't see left. This is a confused period. And how can the boycott 
office In Damascus really decide who is what. As a matter of fact, we have gotten 
six companies off the list. We went and fought for them and presented their 
eases.

That is good advertisement for Mr. Khashoggi. But the point is 
the boycott is not a rational boycott, and for the Justice Department 
and the Commerce Department to come here and intimate that it is 
rational—that it is a legitimate political policv, that it is one that 
deserves deference under the antitrust laws, I think that that kind of 
an argument is disingenious at best. The boycott is irrational, it is a 
patently discriminatory policy and the administration's spokesmen 
are asking us, and asking the Nation to sit by and say, OK, we are 
going to let antitrust policy bend—in effect frive them an exception 
from section 1 of the Sherman Act—and for what, for legitimate polit 
ical reasons? No; for reasons which are discriminatory. If you want 
to conduct a religious or racially discrimimttorv boycott, there is no 
group that can't get together and find political reasons to justify it.
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It seems to me the arguments made by the administration yesterday 

in terms of no threat, in terms of it will jeopardize the chances for 
peace in the Middle East, in terms of we ought to bend long-standing 
policy, just do not hold water.

I think the Williams bill (S. 425) and S. 953, are at least the kinds 
of bills that should be passed to show businessmen in the United States 
and the world that the United States is enforcing its antitrust and 
discrimination policies even handedly, to borrow a phrase. Peace de 
pends on what is going on in the negotiations between Israel and 
Egypt, not on whether or not the Senate passes these bills. Rather the 
failure to pass these bills because of fear of Arab pressure could do 
more to undermine the U.S. position as an independent, strong, peace 
maker, than the administration realizes- 

Thank you.
Mr. BRODY. Mr. Chairman, if I may have a minute or two to sup 

plement one or two things Mr. Eisenberg said, because I think this is 
a good example of where an ounce of history is worth a pound of 
logic.

If you read Mr. Tabor's on page 8, where he opposed the legisla 
tion, saying the chances for Middle East settlement could be jeopard 
ized by the enactment of the anti-boycott amendment to S. 425, one 
would think he is talking about the admittedly delicate negotiations 
going on today. Rut this is really nothing more than a broken record. 
Because back in 1969, when the Senate was taking a look at how the 
1965 ; rr.-i dment was working, a Commerce Department spokesman 
at that t'me opposing any change in the law said, and I quote:

In addition, delicate foreign policy negotiations currently are underway to 
bring about a viable settlement of the fundamental dlgpute between Israel and 
the Arab stat •».

The State Department spokesman at that time also said:
Mandatory legislation will be similarly regarded as one-sided, pro-Israel leg 

islation at a time when we are trying to help bring about a settlement in tlie 
area.

On another point, we heard yesterday about the steps which the 
Department of Commerce is taking to notify exporters of the report 
ing requirements of the Export Administration Act.

But back in 1967 then Secretary Connor in a letter to Senator 
Javite said:

The provisions of this amendment continue to be widely publicized. I am 
satisfied, and I underscore this, that generally the trading community is aware 
of the legal requirements to report boycott-type approaches, and Is reporting 
such approaches under the existing regulations. The legal requirements estab 
lished by the legislation therefore appear to be met and their administration 
is posing no special difficulties for us.

On the second score I would say I would agree with that latter 
statement, because I think any fair minded observer has to conclude 
there has been no administration of that section in the 10 years since 
its enactment.

I would just like to refer to an article which appeared in the Wall 
Street Journal, Friday, March 14, when the Wall Street Journal re 
porter succeeded in ferreting out some information from the Depart 
ment with respect to the implications and extent of the boycott.
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An unnamed Commerce Department official is quoted as saying that 
they suspect many companies simply are ignoring the law and many 
others may be ignorant of the reporting requirement, although in 
1967 as I have indicated the then Secretary was saying that the whole 
business community was well informed about the legal reporting 
requirements.

'^Ve don't know who isn't reporting," said the official, and there 
isn't any way with our staff and budget that we can find out."

This is in March 1975, almost 10 years after the law was enacted.
Mr. FINGER. Mr. Chairman, I ani associate director of the Civil 

Rights Division of ADL.
I would briefly like to cite an article that appeared in this morn 

ing's New York Times. The headline reads "Saudia Arabia seeks 
American Bids For $15 Billion Electrification Plant."

And it says in part and I quote: "Prince Mohamad Faisel said he 
met last week in Florida with representatives of leading equipment 
makers and outlined engineering details for the program."

I bring this to your attention because what could happen in this sit 
uation here in connection with the plans by Saudia Arabia is what 
happened in a contract in 1974 for a feasibility study for establishing 
a sponge iron complex at Alexandria, Egypt. A contract was entered 
into in Cairo on July 29,1974, among, a number of organizations, an 
Egyptian organization, a Japanese organization, a German organiza 
tion, a Brazilian organization, and the International Engineering Co., 
of San Francisco, Calif., which was the consultant on the job.

It is interesting that article 19 of the 1974 contract, the one that the 
International Engineering Co., signed reads:

The consultant, International Engineering Company, hereby declares that he 
does not possess any plants, firms, or branches In Israel, he does not participate 
in any firm or company established in Israel, he has not had any supplier of 
manufacturing assemblies or technical assistance contract with any firm, com 
pany or person established or resident in Israel. The consultant further under 
takes not to have either by himself or through an intermediary any such activity 
with Israel, and not to contribute In any way to consolidate the economy or mili 
tary etforts in Israel.

I submit, Mr. Chairman, that this type of restrictive boycott activity 
is taking place today, as it was in July and August of 1974: and un 
less legislation such as that recommended and reviewed here this morn 
ing is adopted, we will see a continuation of activity wl.leh is repug 
nant to American law and '-* fact violates the stated policy of the 
Export Administration Act.

Thank you.
Senator STEVENSON. Thank you, gentlemen.
Mr. FINGER. If I may, Mr. Chairman, I would offer as an exhibit, 

the document, relating to the International Engineering Co., and simi 
lar cases of boycott activity.

Senator STEVENSON. The documents will be entered in the commit 
tee's records.

Mr. EISENBERO. Mr. Chairman. I have net yet heard a reason which 
would stand up as to why Members oi the Senate did not receive the 
list held by the Department of Commerce, although that has been 
asked for by a number of Senators.

58-521 O- 75 - 21
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Seantor STEVENSON. Gentlemen., we won't have any time for ques 

tions if we don't proceed now.
Mr. EISENBEKG. I am sorry.
Senator STEVENSON. You have all supported mandatory r1 ^osure 

of boycott requests and compliance therewith.
And you, Mr. Eisenberg. I believe you too, Mr. Finger, have ex 

pressed your own opinion that the compliance with certain boycott 
requests is violative of U.S. law now.

If disclosure of compliance with all such boycott requests were man 
dated, including illegal compliance with boycott requests, would not 
such mandated disclosure violate the fifth amendment right against 
self-incrimination ?

Mr. EISENBERG. Mr. Chairman, officers of those companies, could 
take the fifth amendment and refuse to answer on the grounds of the 
fifth amendment. I am not sure that the privilege would run to cor 
porations, because I don't believe, I think the courts have held——

Senator STEVENSON. No; not corporations.
Mr. EISENBERG. So the corporations •vould not be put in jeopardy.
Senator STEVENSON. But the individuals would. Then what is accom 

plished by mandatory disclosure, if disclosure is prevented by the 
fifth amendment ?

Mr. EISENBERG. I think the company would be required to disclose, 
because I don't think they could take advantage of the privilege. But I 
think most companies——

Senator STEVENSON. But if the corporate disclosure effectively im 
pinges on the fifth amendment rights of the agents of that corporation 
who comply with the request, offhand I would think such disclosure 
would not be permitted.

Mr. EISENBERG. That is not much different than what goes on in the 
securities area today, where you have general accounting disclosure of 
what the situation is with respect to a company's earnings and the 
SEC requires disclosure in perspectuses and proxy statements and if 
there is a false disclosure, that can be prosecuted.

The whole philosophy of the securities laws in terms of forcing 
company disclosures, forgetting boycotts or anything that has to do 
with this, is generally one which raises the same question, and the 
Congress and the courts have accepted disclosure as a way of inhibit 
ing wrongdoing. And that is the philosophy which I think the Wil 
liams bill and S. 953 follow.

I don't think it is anything different than exists under the general 
securities laws today, 10(b) (5) and elsewhere.

Senator STEVENSON. We are not sure that that analogy to the securi 
ties law holds up. I am not sure that violations of the law are required 
to be disclosed there. And in fact the Export Administration Act 
protects any individuals who do disclose violations of the law from 
prosecution. That might very well be the effect of any mandated dis 
closure such as you have suggested, immunity for those who disclose 
1 heir own illegal acts.

The question I am trying to raise with you is whether we aren't faced 
with a choice between disclosure and the prohibitions which you have 
supported.

if you have further thoughts on this or do further legal research on 
that general proposition, it would be very helpful.
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Mr. EISENBEKH. I think we would like to submit perhaps a memo 
randum on that to the committee. I think the securities law fraud 
analogy does hold up and I think perhaps we can, hopefully, persuade 
you that that is so.

Senator STEVENSON. I would hope so. too.
Mr. BRODY. I would make two additional comments. I think you 

referred to section 7(b) of the Export Administration Act, which says 
no person shall l>e excused from complying with any requirements 
under this section tiecause of his privilege against self-incrimination, 
but the immunity provisions of the Compulsory Testimony Act shall 
".pply with respect to any individual who claims such privilege.

If Congress were to enact the kind of legislation which I think is 
called for, a mandatory ban on complying with the boycott, we would 
not have the problem.

Senator STEVENSON. Xow I ,v-ant to corne to that alternative. It is 
possibly an alternative to disclosure. You said, Mr. Eisenberg, that 
this boycott was irrational, that is how you characterized it. Economic 
boycotts are routine in international politics. The United States is a 
party right now to economic boycotts. Every country that has the 
iiower to enforce a lx>ycott against its adversary does so routinely. The 
United States is a party to at least one Iwycott as a result of interna 
tional law.

Now we can't prohibit compliance with economic boycotts in one 
cnsc without doing so in all cases.

I don't know whether Israel attempts to enforce boycotts against any 
of its adversaries or what the relationship is in that respect between 
North and South Korea, for ex imple. But I can certainly conceive of 
circumstances in which nations in the future, will, as the Arabs have in 
this case, enforce boycotts against their adversaries.

Orie such possible circumstance was mentioned yesterday, Turkey. 
What if Turkey seeks to impose a boycott against Greece? The effect 
is to give U.S. companies a choice of doing business in Turkey or in 
Greece.

Your proposal in such circumstances would say you can't do busi 
ness in Turkey. And the result then is a counterboycott, a boycott 
against Turkey.

Now what t am getting at is shouldn't we really try, because of 
circumstances which now exist to try to identify the kinds of boycotts 
that are most repugnant to U.S. policy and principle and not attempt 
the impossible; namely, action against boycotts which are not only 
consistent with our own principles, but are in fact being imposed by 
the United States right now ?

One snch ^orm of boycott is the boycott which forces a U.S. company 
to discriminate against another U.S. company for either religious or 
political reasons. I don't know whether you were all here yesterday, 
but Mr. Erodv will remember one of the cases I cited, the bus company 
case. This case may already violate U.S. law depending on the antitrust 
questions that we were raising earlier. That, it seems to me, is the kind 
of n boycott that is clearly repugnant, clearly a form of discriminatory 
commercial behavior that could be dealt with under the laws of the 
United States, if it isn't already dealt with.

I don't know if it is true. The. allegation is that General Motors 
had to terminate, a contract with its supplier of bus seats because that 
supplier was on the blacklist.
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Isn't that really the kind of behavior that we ought to be trying 
to identify and to prohibit?

I am not ruling out disclosure;. But I am trying to suggest there 
may be a choice between disclosure and prohibition, except in certain 
cases, such as the one I just mentioned, where it seems to me we prob 
ably could effectively prohibit the compliance with the boycott request. 

That is a long question and it may be a bit unclear, but I invite 
comments on that dissertation.

Mr. EISENBERG. Mr. Chairman, I think it is a thoughtful comment 
and I think I would agree with most of it. I don't really think that 
the legislation that is before the committee departs from that very 
much, because the legislation here does not say that an Arab govern 
ment can't boycott Israel or even an American company that deals 
with Israel, that the individual Arab governments can do what they 
want, they can pass their laws and enforce their laws in their countries. 
What this says is that they cannot coerce or pressure or procure com 
pliance by an American company to cut out other American companies, 
which is I think what you were talking about.

Senator STEVENSON. Doesn't it really say that if the Arab nations 
boycott Israel, you have to boycott Egypt, you have to boycott the 
Arab States ? Isn't that really the effect of it ?

Mr. EISENBERO. I don't think so, Senator. I think that what we are 
saying, and I think what the amendment to the Williams bill says— 
that is what we are really talking about because the other things are 
disclosure provisions, really.

But where you talk about the boycott, you are saying the effect in 
the United States and I think you are quite correct when you say that 
is what we ought to g^f. at.

It is when companies under pressure to obtain compliance with the 
boycott get together and pressure other American companies and say 
if you do business with Israel or with Jewish related businesses or 
companies, then we are not going to give you business. A company 
cannot join with others to exclude someone from a market, they can 
not say to an American company thou shalt not get from supplier X 
what he would normally supply to you, or you shall not do other busi 
ness with Israel.

Senator STEVENSON. They are saying if you do business with us, 
you can't do business with Israel.

The effect is to force a choice.
Mr. BRODY. Mr. Chairman, there is a difference between what we 

in the United States do when we restrict trade with Cuba and China, 
for example, and what the Arab countries are doing.

The Arab countries are free to tell their nationals not to do busi 
ness with Israel, and tell their nationals not to do business with com 
panies anywhere around the world which may do business with Israel.

That is all we do, we tell our U.S. citizens you can't do business with 
Cuba or China, And I think Senator Williams put this very aptly in 
1965 in connection with his S. &48, when he said:

Nor do we ask the kind of question which the Arab boycott office seeks to 
elicit from American businessmen and which the Javita-Willlams bill would 
forbid.

Now we had an experience in both Argentina and in Ca.iada within 
the last few years where we, in keeping with our policy of no trade
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with Cuba, tried to compel subsidiaries, Canadian and Argentine 
subsidiaries of American corporations not to do business with Cuba. 
And we were forced to back down when Canada said to use that by 
our telling a Canadian subsidiary of an American corporation not 
to do business with Cuba we were infringing Canada's sovereignty. I 
think that same argument holds equally true with respect to the Arab 
countries, Arab businessmen coming into the United States and telling 
American firms, which are not even subsidiaries of the Arab com 
panies not to do business with Israel.

Mr. EISENBEHO. And an Arab company, I do not think, could say 
to an American company don't hire blacks or don't hire Jews. That 
would be an invasion of their policy. They have the privilege of not 
giving them that business, but they cannot require as a condition of 
giving a contract that kind of thing which offends our public policy.

I say neither can they do this. I would agree with your basic gen 
eral statement which introduced this line of questioning, that es 
sentially they cannot force American companies to do things which 
violate our public policy.

Senator STEVENSON. In the United States that's true, but they can, 
they certainly do, say that as a condition of doing business in their 
countries they cannot do business with Israel.

Mr. EISENBEHG. Yes.
Senator STEVENSON. That is different from putting economic pres 

sure on a U.S. company to say you cannot do husiness in the United 
States with another U.S. company. That latter case it seems to me 
is much more repugnant, more clearly violative of our principles and 
a greater invasion of our sovereignty than the other case.

Mr. EISENBERO. Clearly more blatant, yes. But there is a point where 
cases have held, where you can't get together outside of the United 
States through subsidiaries and do things outside, which you could not 
do inside.

So there is a boundary beyond which this philosophy goes. In order 
to be effective, where you have some extraterritorial reach.

Senator STEVENSON. There is no question that the U.S. exercises 
extraterritorial control over its corporations, including their foreign 
subsidiaries, in the Cuban situation.

I think you have covered most of the questions that we had. You 
anticipated most of them in your testimony.

I think you mentioned, Mr. Eisenberg, the Department of Com 
merce took the position that it had the authority under the Export 
Administration Act now to prohibit compliance with boycott re 
quests, an authority which they conceded had never been exercised. 
But it does exist.

Another witness indicated that the administration did not have 
any such authority and didn't want it.

If you are doing a little legal research for us, you might include that 
question.

Under the Export Administration Act, with which I am very 
familiar, the President does have some verv general authority to carry 
out the f oreiem policy of obiecti ves of the United States through export 
controls. I offhand am hard nu< to recall anv clear-cut authority under 
that law for prohibiting: participation in bovcotts with the possible 
exception of controls on exports.
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Of course participation takes many forms, and I am not sure that 
even if that limited authority exists, what the sanctions would be.

But anyway that is something you might want to give some further 
thought to and we would welcome some further advice on it.

I have passed over the forms which the boycott takes, because we 
have a pretty strong record on that. But if you have additional evi 
dence of U.S. companies who discriminate against other U.S. com 
panies in the United States, for either religious or political purposes, 
that evidence would be of value to us.

Do you have anything you would like to add on that now ?
Mr. FINGER. I think some of the documents I have offered this 

morning indicate there is discrimination perhaps not against a specifi 
cally identified firm, but against a whole class of firms and that would 
be the approximately 1,800 firms who ar« on the boycott blacklist.

In other words by not doing business with them, by not getting 
their supplies from them, in order to carry out the business venture 
with the Arab country those firms are being injured.

Senator STEVENSON. If you have specific instances in which U.S. 
companies have been forced to cut off, for example, U.S. suppliers, in 
order to do business in an Arab State, it would help us to build the 
record for the kind of legislation that you support.

Do you have any such evidence ?
Mr. FINGER. I will review what we have on that and turn it over to 

the committee.
Senator STEVENSON. Either religious or political.
Mr. EISENBERO. Some of this material has already been made public, 

some has not. I think we will not only review what we have, but we are 
in the process of looking into material that has been filed with the SEC 
in terms of material contracts, which may afford us new material in 
this connection.

We will certainly make that available to the subcommittee at the 
earliest possible time.

Senator STEVENSON. Thank you very much, gentlemen. We will keep 
the record open for that.

The next witness is Mr. Joseph W. Leimert, National Association of 
Manufacturers.

STATEMENT OP JOSEPH W. LEIMERT, CHAIRMAN, TASK FORCE 
ON INTERNATIONAL FINANCIAL AFFAIRS, NATIONAL ASSOCIA 
TION OF MANUFACTURERS, ACCOMPANIED BY JOHN KLLNE, 
DIRECTOR OF INTERNATIONAL PROGRAM DEVELOPMENT, A3TO 
JOHN FINCH, ASSISTANT GENERAL COUNSEL OF INTERNA- 
TIONAL AFFAIRS

Mr. LETMEHT. If it is satisfactory. Senator, I have prepared a sum 
mary of the testimony and I would like to read that.

Senator STEVENSON. The full statement will be entered into the 
record.

Mr. LEIMERT. Thank you.
I have with me John Kline, director of International Program Devel 

opment for the National Association of Manufacturers. On my left, Mr. 
John Finch, assistant general counsel of International Affairs for 
NAM.



323

I am Joseph Leimert, vice president, special operations and services, 
of CPC Internationa], Inc. Today, though. I am testifying on behalf of 
the National Association of Manufacturers as chairman of an NAM 
Task Force on International Financial Affairs.

We very much appreciate this opportunity to appear before this 
subcommittee to comment on proposed regulation of foreign invest 
ment in the United States. Our comments will be largely confined to 
three of the bills under consideration by your subcommittee, S. 425, 
S. 1303, and S. 995, bills which would alter current regulations and 
reporting requirements affecting investment inflow to this country. 
In view of the important role new investment plays in the vital proc 
ess of capital formation and economic expansion, NAM has a strong 
interest in these and related bills presently before the Congress.

The National Association of Manufacturers firmly supports the 
principle of the freest possible flow of international investment, con 
sistent with national economic and security interests. This traditional 
U.S. policy has helped American business to compete in and serve 
foreign markets, and has been important in promoting the overall 
process of capital formation and economic expansion.

Historically, foreign investment in the United States has contrib 
uted to the development of this Nation's economy. Even before World 
War I, foreign equity holdings in U.S. business exceeded $1.3 billion. 
Today many foreign-owned producers are welcome and respected cor 
porate citizens of this country, who add to this Nation's productive 
capacity, and employ hundreds of thousands of American workers.

Public concern over foreign investment in the United States arose 
initially about 3 years ago and was rekindled in 1974 by the possibility 
of massive investments in the United States by oil-producing nations. 
In some quarters the fear has been expressed that growing foreign in 
vestment may threaten the sovereignty or economic structure of the 
United States.

NAM believes these fears have been misguided and highly exag 
gerated. Such concerns are often based on overstatements as to the 
actual extent of foreign investment in the United States and the ac 
cumulation of oil revenue abroad available for foreign investment.

Statistics for 1974 indicate that less than $1 billion has actually 
been invested in U.S. private long-term investments by OPEC coun 
tries, mainly portfolio investments. It is ironic that those investment 
figures are so low, compared to earlier estimates, at a time when the 
U.S. economy is facing a serious capital shortage. In most cases, invest 
ments from abroad are encouraged by domestic concerns, and many 
States and municipalities actively seek foreign investors. This attitude 
stems from a clear recognition of numerous benefits which arise from 
new investment including: increased competition, a wider selection 
of goods for consumers, and more jobs for American workers.

In our view, the crucial economic benefit which stems from new 
investment is capital formation. The U.S. economy presently needs 
new sources of capital in order to stimulate production and achieve 
job-creating, noninflationary growth. Statistics released by the, Treas 
ury Department show that the United States devotes the lowest proper- 
tion of real national output to invesment of all major industrialized 
countries. This shortage of capital must be viewed in the context of 
the international economic changes which have been emerging since
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the late 1960's. The kej- factor from the U.S. perspective is that this 
country is now fully tied into a highly interdependent international 
economic system.

Low and falling rates of investment must be reversed to lead us out 
of the current recession and to increase employment. For these sound 
economic reasons, NAM believes it would be unwise to impose or even 
to appear to impose restrictions and disincentives on investments from 
abroad. Legislation which has this effect would foster uncertainty 
among foreign investors. Uncertainty itsel* would be an effective 
barrier to investment. It would also expose U.S. economic interests 
abroad to a potentially harsher nivestment climate where they may 
face new governmental restrictions brought on by a trend toward 
retaliatory economic nationalism, especially during this uncertain 
economic period.

It is, therefore, the policy of the NAM to support the traditionally 
unrestricted flow of capital into the United States, consistent with 
essential considerations such as national security. NAM recognizes the 
need for proper safeguards to assure that foreign investment in the 
United States is not contrary to the national interest. Monitoring and 
regulatory devices, if necessary, should not create unneeded inhibitions 
on foreign capital inflows. This type of fair and equitable treatment 
of foreign investment in the United States should also encourage re 
newed efforts to secure similar treatment of American investment 
abroad.

Based on the general policy position outlined above, NAM presents 
the following brief comments on three bills under consideration by 
this subcommittee.

S. 425—Foreign Investment Disclosure Act of 1975.
NAM regards proposals contained in this legislation as unnecessary. 

As indicated above, large increases in the level of foreign investment 
in the United States have not occurred as predicted, and NAM believes 
there has been no proven need for new reporting requirements pro 
posed in this bill.

Additionally, we believe it is important to distinguish (1) the 
gathering of new information to determine the extent and trends of 
foreign investment in this country from (2) the type of information 
called for in this bill, which would be obtained on a prior notification.

The latter carries with it the injection of government into pro 
posed business transactions during the process of negotiation and 
could be viewed as the first step toward greater control. This type of 
prior notification requirement with its screening mechanism should 
carry clear burden of proof as to its necessity in order to justify in 
creased federal involvement in private economic decisionmaking. We 
do not believe that this burden of proof has been satisfied in this 
case.

Further, bill provisions dealing with the granting of authority to 
the President to prohibit foreign investment in the United States 
are eith_er duplicati ve or unnecessary.

Administration witnesses have testified in opposition to this addi 
tional grant of authority, stating that they feel there is clearly suffi 
cient power to deal with conceivable difficulties in this area.

On the subject of disclosure of beneficial ownership of securities, 
we would note only two considerations. First, this matter is apparently
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under consideration by the Securities and Exchange Commission and 
the SEC may possess sufficient rulemaking authority to make any 
necessary improvements on beneficial ownership disclosure. There are 
reports that the SEC may publish such suggested changes, perhaps 
as early as next month

While we are certainly not in a position to either endorse or object 
to changes which are not yet published, we would in general prefer 
that changes be made through currently existing authority wherever 
possible.

Second, the NAM strongly supports the nondiscriminatory prin 
ciple of "national treatment" and we believe that any new disclosure 
requirements should apply to both U.S. and foreign investors. There 
fore, any legislation on disclosure of beneficial ownership should be 
considered separately from legislation on foreign investment in the 
United States.

We will make only brief comments upon the proposed amendment 
concerning new legislative steps to counter boycott action, which will 
also explain why we must decline to comment upon another bill, S. 
953, which would amend the Export Administration Act of 1969.

First, there is no official NAM policy on this issue. Second, in gen 
eral terms, it would appear that international economic boycotts are 
normally the result, of an underlying political conflict. We therefore 
believe that congressional consideration of a proper response to this 
boycott issue may be dealt with better in separate hearings and should 
not be tied to decisions on regulation of foreign investment in this 
country.

S. 1303—Foreign Investment Disclosure Act of 1975. 
We believe the need to create a complete new monitoring agency has 

not been demonstrated. Nor is the need apparent for new reporting 
requirements as proposed in this bill.

In addition, NAM believes recent actions initiated by the administra 
tion, as outlined in Executive Order 11858, issued on May 7, 1975, 
represent a constructive response to concerns raised by the sponsors 
of S. 1303 and other members of Congress.

Administration efforts to secure the cooperation of major potential 
foreign investors by assuring consultations prior to large investments 
also provide a concrete response to these issues.

S. 995—Foreign Government Investment Control Act of 1975. 
NAM believes that provisions of S. 995, if enacted, may act as dis 

incentives to beneficial capital inflows into the United States. While 
recognizing the concern that may arise at the prospect of investments 
in this country by foreign government afrencies, NAM feels it should 
be recognized that certain potential foreisrn investors operate within 
different economic systems where international economic transactions 
of all kinds are carried out directly by the state government or its 
agents.

A related concern is that of definition. Legislation like that proposed 
in S. 9v)5 requires clear distinctions between Government and private 
sector investors, which are in practice quite difficult to determine. The 
process of applying these distinctions would involve complex political 
problems which would likely complicate legitimate economic trans 
actions.
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It is our conclusion that present reporting requirements, regulations 
and laws which govern the process of foreign investment in the United 
States are adequate.

Passage of new legislation in this area would create uncertainty on 
the part of foreign investors and thereby discourage the investment 
inflow from abroad that could help to meet the primary need of capi 
tal formation in this country. Resolution of the domestic capital 
shortage problem is the key to creating new jobs and achieving sus 
tained, noninflationaiy economic growth. Unnecessary actions that 
would tend to exclude new capital sources could prove detrimental to 
the national interest.

We recommend, accordingly, that the measures proposed in pending 
legislation before this subcommittee not be adopted. First, because 
there is no clear need for such actions. Second, because adoption of 
the proposed measures would create uncertainty in the minds of foreign 
investors at a time when we need foreign investment.

In closing, I would like to make a short additional comment. While 
we have suggested that no new legislation should be passed that would 
increase restrictions on foreign investment in the United States, we 
believe that this decision not to act can and should be turned into 
positive, initiatives, both to encourage needed investment into this 
country, and to press for greater multilateral agreement on free capital 
flows.

The maintenance of traditional U.S. positions in support of free 
capital movement and the "national treatment" principle should en 
courage renewed efforts to secure similar treatment of American in 
vestment abroad.

The U.S. Government should take a positive step forward by 
strongly urging renewed implementation of principles contained in 
bilateral treaties or multilateral agreements, such as the OECD Code 
on Liberalization of Capital Movements.

At the. very least, the reassertion of these principles should rein 
force the U.S. position in current OECD deliberations on agreements 
concerning "national treatment" for foreign enterprises.

That concludes my remarks, Mr. Chairman. I thank you and am 
willing to answer any questions you may have.

[The complete statement and an additional letter follow:]
TESTIMONY OF THE NATIONAL ASSOCIATION OF MANUFACTURERS

Mr. Chairman and members of the Subcommittee, I am Joseph teimert, Vice 
President, Special Operations and Services, of CI*O International, Inc. I am 
testifying today on behalf of the National Association of Manufacturers as Chair 
man of an NAM Task Force on International Financial Affairs. The National 
Association of Manufacturers (NAM) is a voluntary, non-profit association of 
over 13,000 American companies, large and small, located In every state and 
representing the producers of over seventy-five percent of our nation's manu 
factured output. In addition, NAM's membership employs approximately fifteen 
million people. We appreciate this opportunity to appear before this Subcom 
mittee to comment on proposed regulation of foreign investment in the U.S. 
Our comments will be largely confined to three of the bills under consideration 
by your Subcommittee, S. 425, S. 1303 and S. 995, bills which would alter 
current regulations and reporting requirements affecting investment inflow to 
this country. In view of the important role new investment plays in tlie vital 
process of capital formation and economic expansion, NAM has a strong interest 
•n these and related bills presently before the Congress.
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Recognizing the growing public concern over increased foreign investment in 
the U.S., the NAM last year supported in the Senate a bill. S. 2840. which called 
for a full study of foreign Investment in this country. In October, 1974, this 
bill became law: The Foreign Investment Ptudy Act of 1974 (P.L. 93-479).

This Act mandated the study of current investment levels—both portfolio and 
direct—which is now being conducted jointly by the Departments of Treasury 
and Commerce. NAM regards this information-gathering effort as a constructive 
step toward developing sound information on which to base policy decisions 
related to foreign investment inflows.

Since this study was initiated, NAM has also been examining some of the 
policy aspects related to foreign investment in the U.S. The International Finan 
cial Affairs Task Force considered this matter and suggested NAM should adopt 
new policy language to address this issue. At NAM's Spring Conference in April, 
the International Economic Affairs Committee heard representatives from the 
Congress, the Administration, the business sector and the academic community 
present different viewpoints on the topic. The Committee then drafted new policy 
language, which was passed liy NAM's Board of Directors in May, 1975. From 
the studied examination which accompanied these activities, NAM has drawn 
three major conclusions:

1. United States' interests would appear to be best served by a continuation 
of traditional policy in favor of largely unrestricted International investment 
flows. We believe this evaluation to hold true under any set of economic circum 
stances, and especially in the context of the current economic situation—reces 
sion accompanied by persistent inflationary pressures.

2. Statistics indicate that predicted large and sudden increases in the inflow 
of capital from abroad have not occurred, and are not likely to occur. Thus, 
increased regulation of incoming foreign investments does not appear warranted.

3. Recent Administration actions aimed at improving policy formulation on for 
eign investment in the U.S. have taken into account most of the recommendations 
contained in legislation pending before the Congress, and should result in 
better analyses of available information which can be reviewed by government 
polieyiuakers.

POSITION OF THE NAM ON FOREIGN INVESTMENT IN THE UNITED'STATES

The National Association of Manufacturers firmly supports the principle of the 
freest possible flow of international investment, consistent with national economic 
and security Interests. This traditional U.S. policy has helped American business 
to compete in and serve foreign markets, and has been important in promoting 
the overall process of capital formation and economic expansion.

Historically, foreign investment in the U.S. has contributed to the development 
of this nation's economy. Foreign portfolio investment was a key factor In the 
development of America's railroad system when this country was industrializing 
and expanding westward. Even before World War I, foreign equity holdings 
in t'.S. business exceeded $1.3 billion. Today many foreign-owned producers are 
welcome and respo-ted corporate citizens of this country, who add to this 
nation's productive capacity and employ hundreds of thousands of American 
workers.

Public concern over foreign investment in the U.S. is a relatively recent develop 
ment. This concern arose initially about three years ago and was rekindled in 
1974 by the possibility of massive investments in the U.S. by oil-producing nations, 
where large financial reserves have accumulated as a result of quadrupled oil 
prices. In some quarters the fear has 'been expressed that growing foreign Invest 
ment may threaten the sovereignty or economic structure of the United States.

N'AM believes these fears have been misguided and highly exaggerated. Such 
concerns are often based on overstatements as to the actual extent of foreign in 
vestment in the U.S., and the accumulation of oil revenue abroad available for 
foreign investment. Government statistics indicate direct foreign investment in 
this country represents only sixteen percent of American direct investment hold- 
ings abroad : at the end of 1973, long-term investments held by the U.S. private 
sector in foreign countries totaled $132 billion ($107 billion in direct invest 
ment and $26 billion in portfolio) ; at the same time, long-term foreign invest 
ment in the U.S. private sector totaled only $55 billion ($18 billion in direct 
investment and $37 Mllion in portfolio). In addition, the prospect of n massive 
influx of investment from Arab oil producers had failed to materialize. A year 
ago, predictions were made that oil-producing nations would have as much as
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$60 billion available for investment in 1974. Statistics for 1974 indicate that less 
than $1 billion has actually been invested in the U.S., mainly in portfolio invest 
ments. It is ironic that those investment figures are BO low, compared to earlier 
estimates, at a time when the U.S. economy is facing a serious capital shortage. 
In most cases, investments from abroad are encouraged by domestic concerns, and 
many states and municipalities actively see A foreign investors. This attitude 
stems from a clear recognition of numerous benefits which arise from new invest 
ment, including: increased competition, a wider selection of goods for consumers, 
and more jobs for American workers.

In our view, the crucial economic benefit which stems from new Investment is 
capital formation. The U.S. economy presently needs new sources of capital in 
order to stimulate production and achieve job-creating, non-inflationary growth. 
Statistics released by the Treasury Department show that the U.S. devotes the 
lowest proportion of real national output to investment of all major industrial 
ized countries. This shortage of capital must be viewed in the context of the In 
ternational economic changes which have been emerging since the late 1960's. 
The key factor from the U.S. perspective is that this country is now fully tied into 
a highly interdependent international economic system. Low and falling rates 
of investment must be reversed to lead us out of the current recession and to 
increase employment. For these sound economic reasons, NAM believes it would 
be unwise to impose or even to appear to impose restrictions and disincentives 
on investments from abroad. Legislation which has this effect would foster 
uncertainty among foreign investors. Uncertainty Itself would be an effective 
barrier to investment. It would also ezpose U.S. economic interests abroad to a 
potentially harsher investment climate where they may face new governmental 
restrictions brought on by a trend toward retaliatory economic nationalism, es 
pecially during this uncertain economic period.

It is, therefore, the policy of the NAM to support the traditionally unrestricted 
flow of capital into the United States, consistent with essential considerations 
such as national security. NAM recognizes the need for proper safeguards to as 
sure that foreign investment in the U.S. is not contrary to the natural Interest. 
Monitoring and regulatory devices, if necessary, should not create nnneeded in 
hibitions on foreign capital inflows. This type of fair and equitable treatment of 
foreign investment in the U.S. should also encourage renewed efforts to secure 
similar treatment of American investment abroad.

NAM POSITION ON BILLS UNDEB CONSIDERATION

Based on the general policy position outlined above, NAM presents the follow 
ing brief comments on three bills under consideration by this Subcommittee.

8.1&5 (Foreign Investment Ditcloswre Act of 1975)
The bill would amend the Securities Exchange Act of 1934 in the following 

manner: (1) foreign Investors must give 30 days notice before purchasing 5 
percent or more of the shares in U.S. companies; (2) the President shall be 
able to prohibit such acquisitions as appropriate for national security, to 
further foreign policy, or to protect the domestic economy of the U.S.; and 
(3) issuers of registered securities must file with the Securities and Ex 
change Commission the names and nationalities of the beneficial owners of 
their securities.

NAM regards proposals contained in this legislation as unnecessary. As indi 
cated above, large Increases in the level of foreign investment in the U.S. have 
not occurred as predicted, and NAM believes there has been no proven need for 
new reporting requirements proposed in this bill. Congress should refrain from 
enacting such measures unless the more detailed information on the nature and 
extent of current investment in the U.S., ascertained from the government study 
presently in progress, reveals the need for such action. Additionally, we believe 
it is important to distinguish (1) the gathering of new information to determine 
the extent and trends of foreign investment in tnis country from (2) the type of 
information called for In this bill, which would be obtained on a prior notifica 
tion basis. The latter carries with it the injection of government into proposed 
business transactions during the process of negotiation and could be viewed as 
the first step toward greater control. This type of prior notification requirement 
with its screening mechanism sheoid carry a clear burden of proof as to its neces 
sity in oder to justify increased federal involvement in private economic decision- 
making. We dc not believe that this burden of proof has been satisfied in this case.
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Bill provisions dealing with the granting of authority to the President to 
grant of authority, stating that they feel there is clearly sufficient power to deal 
States, to further the foreign policy of the United States, or to protect the 
domestic economy of the United States" are also either dupllcatlve or unneces- 
si y. Administration wlthnesses have testified in opposition to this additional 
grant of authority, stating that they feel there is clearly sufficient power to deal 
with conceivable difficulties in tnis area. The passage by Congress of new legisla 
tion, even if it did nothing more than to reaffirm the same powers already avail 
able to the President, would in practice create uncertainty in the minds of 
foreign investors and leave an undesirable appearance of movement away from 
this nation's traditionally open door to Investment.

On the subject of disclosure of beneficial ownership of securities, we would 
note only to considerations. First, this matter is apparently under consideration 
by the Securities and Exchange Commission and the SEC may possess sufficient 
rule-making authority to make any necessary Improvements on beneficial owner 
ship disclosure. There are reports that the SEC may publish such suggested 
changes, perhaps as early as next month. While we are certainly not in a posi 
tion to either endorse or object to changes which are not yet published, we 
would in general prefer that changes be made tlii-uugu ^mieutij existing au 
thority wherever possible. This consideration again pertains to the parctlcal 
effect on the perceived Investment climate should new legislation be passed 
adding seemingly additional reporting requirements on foreign investment In 
the U.S. Second, the NAM strongly supports the non-discriminatory principle of 
"national treatment" and we believe that any new disclosure requirements should 
apply to both U.S. and foreign investors. Therefore, any legislation on disclosure 
of beneficial ownership should be considered separately from legislation on 
foreign Investment In the U.S.

An additional amendment to S. 425 has been proposed that would absolutely 
plohlbit any foreign investor who had engaged In an international economic 
boycott from acquiring an interest of more than 5 percent in any U.S. company. 
In addition, if any foreign investor who had previously purchased an interest 
of more than 5 percent In a U.S. company caused that company to participate in 
such a boycott, his voting rights could be frozen and his interest In the U.S. 
company sold.

We will make only brief comments upon the proposed amendment concerning 
new legislative steps to counter boycott action, which will also explain why we 
must decline to comnit-nt upon another hill, S. 953, which would amend the 
Export Administration Act of 1969. First, there is no official NAM policy on this 
issue. Second, in general terms, it would appear thdt international economic 
boycotts are normally the result of an underlying political conflict. We therefore 
believe that congressional consideration of a proper response to this boycott 
issue may he dealt with better in separate hearings and should not be tied to 
decisions on regulation of foreign Investment in this country.
K. 130S (Foreign Investment m*rlo/ture Act nf 1975)

The main provisions of this bill would establish a Foreir. Investment 
Administration in the Department of Commerce to ir.or.itor foreign invest 
ment after it is made and to issue quarterly and annual reports on such 
Investment. Types of investments that would he reported include five per 
cent or more of the shares of publicly traded companies; ten percent or 
more of the total shares of certain non-publ.c companies; real estite worth 
more than $50.000 and more than $1 million worth of any issue of U.S. 
government securities.

NAM regards proposals contained In this legislation as unnecessary. We be 
lieve the need to create a complete new monitoring agency has not been demon 
strated. Nor is the need apparent for new reporting requirements as proposed 
in this bill. Congress should refrain from enactine such measures until more 
detailed information is available from the current government study, due in nn 
interim report this October, with the full sturtv to he completed in Apr!'. 1976. 

In addition, NAM believes recent actions initiated by the Administration, as 
outlined in Executive Order 11858. issued on May 7. 1975. represent a' construc 
tive response to concerns raised by the sponsors of S. 1030 and other members 
of Congress. The formation of a high-level, inter-agency Committee on Foreign 
Investment to monitor and analyze the impact of foreien capital Inflows and 
provide policy guidance addresses the rationales underlying a number of pro 
posals before Congress which seek to cr?ate a new monitoring agency. At the



330

same time, it Is unlikely that this Committee's operations will become the type 
of "screening mechanism" which could in practice deter beneficial foreign in 
vestment in the u.S.

Under the same Executive Order, data collection activities already in place 
will be modified so as to permit proper analyses of capital inflows into this 
country. Information-gathering efforts will be centralized within the Department 
of Commerc", and reports of trends and developments in foreign investment 
flows will be prepared on a regular basis. Administration efforts to secure the 
cooperation of major potential foreign investors by assuring consultations prior 
to large investments also provide a concrete response to these issues.
S. 995 (Foreign Government Investment Control Act of 1195)

This bill makes an explicit point to distinguish between private invest 
ment and Investment by governmental agencies, and seeks to control the 
governmental investment. It establishes categories of investment which are 
to be treated separately :

1. Foreign government purchases in sensitive sectors (media/communica- 
tions/defeiise) are prohibited.

2. The Secretary of Commerce must ma-:e a national interest determina 
tion or approve applications for purchases over one percent of the equity 
or debt obligations of corporations with $100 million or more in assets; 
acquisition or control of companies with $10 million or more in assets; or 
purchase of $4 million or more in real estate.

NAM believes that provisions of S. 995, if enacted, may act as disincentives 
to beneficial capital inflows into the U.S. While recognizing the concern that 
may arise at the prospect of investments in this country by foreign government 
agencies, NAM feels it should be recognized that certain potential foreign inves 
tors operate within different economic systems where international economic 
transactions of all k'nds are carried out directly by the state government or 
its agents. A related concern is that of definition. Legislation like that proposed 
in S. 995 requires clear distinctions between government and private sector 
investors, which are in practice quite difficult to determine. The process of 
applying these distinctions would involve complex political problems which 
would likely complicate legitimate economic transactions.

As is the case with S. 425 and S. 1303, NAM maintains that the need for 
requirements proposed in S. 995 has not been demonstrated, and suggests a 
further assessment of this aspect of foreign investment might be made when 
the results of the Treasury and Commerce Department studies are available.

CONCLUSIONS
It is our conclusion that present reporting requirements, regulations and laws 

which govern the process of foreign investment in the U.S. are adequate.
Passage of new legislation in this area would create uncertainty on the part 

of foreign investors and thereby discourage the investment inflow from abroad 
that could help to meet the primary need of capital formation in this country. 
Resolution of the domestic capital shortage problem is the key to creating new 
jobs and achieving sustained, non-inflationary economic growth. Unnecessary 
actions that would tend to exclude new capital sources could prove detrimental 
to the national interest.

We recommend, accordingly, that the measures proposed in pending legisla 
tion before this Subcommittee not be adopted. First, because there is no clear 
need for such actions. Second, because adoption of the proposed measures would 
create uncertainty in the minds of foreign investors at a time when we need 
foreign investment.

In closing, I would like to make a short comment. While we have suggested 
that no new legislation should be passed that would increase restrictions on 
foreign investment in the U.S., we believe that this decision not to act can and 
should be turned into positive initiatives, both to encourage needed investment 
into this country, and to press for greater multilateral agreement on free capital 
flows. The maintenance of traditional U.S. positions in support of free capital 
movement and the "national treatment" principle should encourage renewed 
efforts to secure similar treatment of American investment abroad. The U.S. 
government should put a positive foot forward by strongly urging renewed 
implementation of principles contained in bilateral treaties or multilateral 
agreements, such as the OECD Code on Liberalization of Capital Movements.
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At the very least, the reassertlon of these principles should reinforce the U.S. 
position in current OECD deliberations on agreements concerning "national 
treatment" for foreign enterprises.

NATIONAL ASSOCIATION OP MANUFACTURERS,
Washington, D.C., July 31. ,,375. 

Hon. ADLAI E. STEVENSON,
Chairman, Subcommittee on International Finance, Committee on Banking, 

Houting and Urban Affairs, U.S. Senate, "Washington, D.C.
BEAB MB. CHAIRMAN : This letter is in response to your request made during 

hearings hefore your subcommittee on July 23, 1975, for further advice from 
the National Association of Manufacturers on the boycott issue.

As we stated at that time—and advised your staff prior to the hearings—NAM 
has no specific policy on the Arab boycott and is thus precluded from comment 
ing on legislative proposals dealing with that specific subject. We are happy, 
however, to reply to your request for our further views on boycotts in general.

Our comments will deal with three aspects of the boycott issue: discrimina 
tory practices, restrictive trade practices, and the parties best qualified to resolve 
political issues underlying international economic boycotts.

First, with respect to discriminatory practices based on religion or ethnic 
heritage, NAM supports President Ford's statement on February 26 that such 
practices have "no place in the free practice of commerce as it has flourished 
in this country and in the world In the last 30 years." NAM's official policy calls' 
for "equal treatment in the administration of all personnel matters, including 
hiring, advancement, compensation, training, transfers, layoffs, and employee 
privileges without regard for race, color, religion, national origin, sex or 
age. . . " NAM also supports "positive and responsible efforts of government" 
for the implementation of these equal opportunity goals. We believe that cur 
rent r.S. laws are adequate to deal with the discriminatory aspects of the boy 
cott issue and support President Ford's statement on February 26 that "any 
allegations of discrimination will be fully investigated and appropriate action 
taken under the laws of the United States." W? oppose on principle any attempt 
or action by a foreign country or person to force U.S. citizens or companies to 
act in violation of U.S. law. Finally, we note that this aspect of the boycott 
issue is presently under intense examination by the House Judiciary Committee, 
which appears to be an appropriate forum; and which will undoubtedly recom 
mend new legislation if current law is found inadequate.

Second, with respect to the restrictive trade aspects of international boycotts, 
NAM generally opposes any boycotts because they necessarily distort trade flow 
that would otherwise be determined by free market forces. We do recognize 
that considerations such as national security may at times lead to boycotts. 
in accordance with national and international law. The trade embargo imposed 
on Cuba by the United States and the Organization of American States is an 
example of such exceptional circumstances. We enclose for your consideration 
a statement on this issue submitted by NAM on July 28, 1075. to Subcommittees 
of the House International Relations Committee. As a representative of Ameri- 
cnn companies, however, the NAM is certainly not in a position of American 
companies, however, the NAM is certainly not in a position to comment on the 
justification for boycotts imposed by other nations. This position does not imply 
lack of concern on our part. We oppose such boycotts because they distort 
international trade flows, but the central questions are what can be done to 
remove these foreign imposed distortions and by whom? These questions neces 
sarily involve complex political aiid diplomatic considerations focusing on the 
reasons for the foreign boycott imposition, and how best to resolve the under 
lying political disputes which are normally the motivating cause.

This question leads us to our third comment. NAM does not disclaim the 
right to criticize political distortions of trade. However, we do not feel that 
we are in a position to advise the U.S. government on the diplomatic actions 
which should be taken to counter a politically-inspired foreign boycott. Indeed, 
as pointed out in the Association's statement on the U.S. embargo of Cuba, we are 
not in a position to judge the current appropriations of U.S. national securitv 
considerations In evaluating whether to lift that embargo, or ex-actly how and 
what diplomatic actions should be taken to attempt to resolve this trade distor-
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tion. We believe that the resolution of international economic boycotts can 
be accomplished best by diplomatic settlement of the political dispute that 
brought about the boycott. Rather than prejudice the often delicate diplomatic 
negotiations seeking so end of this political dispute, we fee! it proper for the 
Association to remain silent on this aspect of the issue. 

We hope you find this responsive to your request. 
Sincerely,

J. W. LEIMEBT, 
Vice President, CPC International, Inc.,

Chairman, yAM Tagk Force on
International Finance Affairs.

Senator STEVENSON. Thank you, Mr. Leimert.
At the beginning of your statement, you referred to the investment 

of $1 billion of the OPEC oil surph; in the United States. Doesn't 
that understate OPEC's total investment in the United States? Isn't 
it in fact closer to $12 billion when investments in Government securi 
ties and commercial bank deposits are included ?

Mr. LEIMERT. I relied on staff for my authority on that remark. I 
think the figure given me was $750 million, and this is in private long- 
term investments, mainly portfolio-type. I don't know; we can ex 
amine the $12 billion, but that is counter to any information I have.

Mr. KLINE. The figure we were drawing from, Mr. Chairman, 
came initially from the hearings before the Williams subcommittee, 
and I believe were reiterated yesterday by Mr. Parsky. The higher 
figure which he cited included all investment; thr !°ss than $1 billion 
figure we cited is in the private sector in long-term investments, not 
on simply deposits in banks.

Senator STEVENSON. Well, my figure is from Mr. Parsky. And I 
raise it because I don't understand why you excluded all investments 
in Government securities and commercial bank deposits. When in 
cluded, the United States has received about DO percent of the total 
OPEC investment of about $60 billion.

Mr. LEIMERT. We are talking here, Senator, about capital formation, 
that kind of investment in the United States which perhaps could 
influence or seek to control the management or policies of U.S. 
companies.

Senator STEVENSON. What are you talking about, control or capital 
formation? Because capital formation is influenced by short- and 
long-term deposits?

Mr. LEIMERT. Sure, out it is indirect and would not have the direct 
effect of—if an Arab nation takes out a certificate of deposit of $2 
billion or $3 billion in some bank, this does not give it any management 
control over any of the activities of American companies.

Senator STEVENSON. Well, it is $12 billion for capital formation. 
You reiterated the support of the NAM for as free as possible flow 
of goods, services, particularly investment. And I support as free 
as possible a flow of investment, too. That is why we are here today 
because the flow is not free. We are here because of restrictions which 
have been imposed on investment and on trade by other nations.

Now you reiterated your support for the traditional U.S. open door 
policy, at least with respect to investment. I support the open door 
policy, too. But how does the open door policy of an obsequious 
American Government—I don't know how else to characterize our 
Government—encourage other governments to eliminate their restric 
tions on U.S. investment in their nations. In fact, hasn't the open
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door policy of this obsequious government been accompanied by grow 
ing restrictions on U.S. investment abroad? How does the open door 
policy achieve the result which we both are Reeking?

Mr. LKIMERT. Well, we——
Senator STEVENSON. Canada was one of the most recent cases, of 

course.
Mr. LEIMERT. I certainly agree with you that this gives us a problem. 

Asrain referring to—putting on my other hat for a second—I am an 
officer of a major company involved in international business, and we 
are, currently experiencing and learning to live with some of these 
restrictions. So far, we have not found any of them too onerous to 
enable us to deal profitably in these countries, because we have found 
that by being good citizens of those countries and by observing their 
rules and regulations as closely as possible, and by providing good 
service and products, that we don't have to be too much concerned.

Rut it is a trend, and that trend is not being matched by the United 
States. I would reiterate it would be a mistake in my mind for the 
United States to do this, because if there is any hope at all of our 
getting relaxation, for instance, of some of the restrictions against 
foreifrn investment in Japan, I think it will not come by haying such 
restrictions or the fear of them, the creation of an uncertain feeling 
on the part of potential foreign investors that such restrictions might 
he imposed: we won't gain anvthing toward the relaxation of those 
restrictions in these otht.1 countries through that medium. I think we 
must keep our open door policv if we are ever going to achieve our 
<ronls outside the United States, and just keep patiently trying to do 
it, both through governmental and private negotiations.

Senator STEVENSON. Aren't U.S. corporations concerned about pres 
sures to comply with the policy of foreign nations which prevents 
them from doinrr business with certain companies, and with certain 
countries, and with other U.S. companies?

Mr. LEIMERT. Yes, sir, I think the corporation would be concerned. 
I think our point here is——

Senator STEVENRON. That is not the question. Aren't they concerned ?
Mr. LEIMERT. Yes. sir. T think thev are.
Senator STEVENRON. You are not disputing the existence of the Arab 

boycott?
Mr. LEIMERT. No, sir.
Senator STEVENRON. Aren't thev concerned?
Mr. LEIMERT. We are concerned. We have not in our own cast found 

it any problem. Nor would we submit to such a thing. But I think 
the point that we would like to make, the point we are trying to make 
this morning is that any action which the Congress or the adminis 
tration might take with respect to such problems as the boycott should 
be taken separately from the issue of foreign investment, so that we 
do not create and mix up what are economic matters with what I 
believe to be essentially political matters.

Senator STEVENSON. You sav we would not submit to such a thing. 
Would vou elaborate on that statement ? Who is "we" ?

Mr. T :EMERT. In that case, I was referring to my own company.
Senator STEVENSON. You aren't suggesting that U.S. corporations 

do not——

58-521 O - 75 - 22
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Mr. LEIMERT. No, sir, I have no direct knowledge of any that have, 
but I have heard all of the testimony; I have read it, and I have seen 
statements that such things have been done and I assume that is correct.

Senator STEVENSON. Assuming or accepting the fact that it is 
happening, and that some companies do accede, and further that 
American corporations are concerned, among other things, about lost 
economic opportunities, what do they think—or what does NAM think 
that the Government of the United States should do? What should 
the United States do, if anything ?

Mr. LEIMERT. I can't speak for the NAM, because as I just said, the 
NAM has no policy in that area. I think perhaps this is something that, 
if you would care to address yourself to, you might, but——

Senator STEVENSON. Has it been considered by NAM, discussed ?
Mr. LEIMERT. Has it, John ?
Mr. KLINE. Mr. Chairman, our general policy would oppose any 

distortion on trade flows and, therefore, boycott action. We realize 
that under certain circumstances under U.S. law, the boycott actions 
are impend, and we certainly accept the reasons for these for con 
siderations such as national security. We are not in any position to 
judge the justification for the imposition of boycotts abroad.

To the extent that boycotts exercised by other countries would dis 
tort trade flows, we would also object to these. We have certainly dis 
cussed the specific boycott question under consideration by this 
committee in formulating this statement, and in the task force groups 
which have considered this question. We do not have a policy within 
the association that allows us to go beyond the general statements that 
we have made, and address this very specific boycott issue.

We feel that it is important that the consideration that does take 
place on this issue should not be tied directly to the question of for 
eign investment in the United States, the desirability of it, or any type 
of regulations or restrictions that should be placed on it.

Senator STEVENSON. In formulating the statement, the NAM has 
taken no position with respect to the boycott. That is curious.

The boycott does interfere with free, flows of investment and trade, 
and U.S. companies, which NAM purports to represent, are being hurt. 
I don't think that is just Jewish companies, anv corporation which 
seeks suppliers, and suppliers which may be Jewish are vulnerable.

I certainly don't detect any burning indignation or concern on the 
part of the NAM, about the economic consequences of this boycott for 
its own members or for what it portends about the situation in the 
world, which you purport to be very concerned about.

Isn't it possible for NAM to take a position on this issue, or doesn't 
it regard it as very important ?

Mr. KLINK. To the extent it does distort trade, we certainly object 
to it, as we do other obstacles which distort trade flows. We believe 
this boycott, as with apparently most other economic boycotts, arc 
based on political reasons. We, are not in a position to judge! what 
steps the U.S. Government should take to counter such boycott ac 
tion. We would support the removal of this, or anv other obstacle 
which does distort trade flow.

Senator STEVENSON*. Ts that the rationale, if the distortions, of the 
free market force are politically motivated, why. then, those distor 
tions are beyond the concern or competence of the NAM? Any po-
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lineally motivated interference in the marketplace is all right; is that 
really what you are saying ?

Mr. KLINE. It certainly is not, beyond our concern, Mr. Chairman. 
But it is beyond, I believe, our competence to address the question of 
what type of political action should be taken to specifically counter 
this boycott action.

Mr. LEIMERT. I think, sir, that as part of the statement T just read, 
we made the following: statement which I will repeat, "We therefore 
believe that congressional consideration of a proper response to this 
boycott issue may be dealt with better in separate hearings and should 
not be tied to decisions on regulation of foreign investment * * *." We 
think——

Senator STEVENSON. Tf I might interrupt, we have bad separate 
hearings, and we have before this committee separate legislation. That 
is what S. 953 is all about.

Mr. LEIMEBT. It is my understanding that the legislation upon 
which we are commenting contains provisions which would mix the 
regulation on foreign investment and address itself to the boycott is 
sue as well.

Senator STEVENSON. No, we have S. 425 and S. 953. S. 425 is the 
bill that deals with investment, and S. 953 is my bill which deals with 
the boycott. Senator Williams has held hearings on his foreign in 
vestment bill; we have had hearings in this subcommittee in the past 
on foreign investment. That bill has been referred to this committee. 
Now we are holding hearings on both, but primarily on 953, the boy 
cott legislation. And all of the witnesses were notified of that fact.

Mr. FINCH. Mr. Chairman, if I may, we did discuss this with a 
member of your staff and we did indicate before an official invitation 
was tendered that we could not comment on the Arab boycott due to a 
lack of official policy and it is with that understanding we accepted 
the formal invitation.

Senator STEVENSON. Does NAM expect to adopt an official policy 
on the boycott? Will it take the matter up so we may receive the 
benefit of your wisdom on that rather serious situation?

Mr. LEIMERT. I tbink I would urge tbem to do so and that we can 
discuss the matter further and we would be delighted to either address 
you a memorandum or appear again, if that would be your pleasure, 
to talk about it.

Senator STEVENSON. We would welcome that opportunity.
Mr. LEIMERT. I just want to, at the risk of being redundant, say that 

what we are trying to do here this morning is separate the two things, 
that we think that nothing should be done, no further legislation is 
needed to control foreign investment, that, in fact we ougbt to be doing 
the opposite, we ought to be encouraging all we can get, because we 
really need it. Capital formation, the need for capital formation is, in 
my view, probably the outstanding economic problem of the day. 
And we need it as much as anyone else if we are to lead this country 
into a period of strong noninfiationary growth.

So, therefore, we just don't think we ought to do anything that will 
discourage that type of investment, and that these other problems such 
as the boycott, should be considered in such a way or handled in such 
a way as not to have that result.
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Senator STEVENSON. Well, I think you have made that very clear, 
and I am sympathetic to your purpose of trying to attract foreign 
investments to the United States and not to support any legislation 
which has the effect of discouraging foreign investment in the United 
States, though I am not convinced at the present time that monitoring 
investment Hows in the United States would have that effect.

Mr. LEIMKKT. A potential investor, even though there is no restric 
tion there per se, wonders why do they want to know this? Why do 
they ask this? What are the reasons behind it? Could we be led down 
the path as has happened in many countries where one thing leads to 
another, and the first thing you know you have nationalization of some 
industry. It is this kind of uncertainty which is just death to any 
body's decision to invest. If he is uncertain about it, he is not going to 
invest. That, to me, is the key problem.

Senator STEVENSON. Thank you very much, gentlemen. If you 
do have further advice on the boycott issue, we would appreciate 
receiving it.

Our final witness is Mr. David T. Devlin, vice president, First Na 
tional City Bank of New York.

STATEMENT OF DAVID T. DEVLIN, VICE PRESIDENT, FIRST 
NATIONAL CITY BANK OF NEW YORK

Mr. DEVLJN. Mr. Chairman, I would like to include my statement 
in the 'ecord, along with the appendix.

Senator STEVENSON. It will be entered in the record including the 
appendix.

Mr. DEVLIN. I am an economist, and since November 1973 have been 
a vice president of First National City Bank in the economics depart 
ment, concentrating on issues of international finance. Previously I was 
in charge of the work on U.S. balance of payments ana multinational 
corporations at the Bureau of Economic Analysis in the Department 
of Commerce.

I have been asked to testify on the financial problems associated 
v,-ith OPEC funds. I will focus on two issues: The likely size of the 
OPEC capital surplus; and the need for legislative restraints on in 
vestment of such funds—and other investments—in the United States 
as embodied in S. 425 and S. 995. I will also be glad to answer any 
questions on S. 953.

Citibank has recently published an analysis of the OPEC capital 
surplus, and I include that analysis as an appendix to this testimony.

The current account surplus of the OPEC countries in 1974, and 
thus their accumulation of capital abroad during the year, was about 
$65 billion. The current account covers exports and imports of goods 
and services, including income on investments, as well as unilateral 
transfers or gifts.

The $65 billion included a buildup in trade credits of some $10 bil 
lion, reflecting lags in payments to OPEC for oil and by OPEC for 
imports. So the money they had to put into world capital was about 
$55 billion, according to our estimates.

In 1975 the OPEC imports are continuing to rise very fast, and 
oil receipts have fallen sharply. As a result their surplus this year 
should drop to about $35 billion, perhaps slightly more.
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Most of the resulting improvement in the current accounts of oil 
importing countries has been concentrated in the 10 largest industrial 
countries, who are in a deep recession and have been the major suppliers 
of the consumer and capital goods imports by OPEC. As a consequence, 
the OPEC induced deficit in 1975 appears to be concentrating in the 
poorer OECD countries and the nonoil LDC's. Their deficit in 1975 
could be just as large as it was in 1974.

For the future it is important to emphasize—although many of us 
have put together figures on what the OPEC capital accumulation will 
be through 1980 or through 1985—that you can do little more than 
create scenarios. Yon want them to be logically consistent, you want 
them to be based on economic theory, but they are scenarios, not projec 
tions of estimates, because we don't have the knowledge or certainty to 
really do something like that.

The uncertainties include how fast the OPEC development plans will 
be implemented, and thus how quickly OPEC imports will grow, the 
likely demand for OPEC oil ana the price of such oil.

We feel that the central scenario we have created is the most plausi 
ble sort of outcome, although we also created a hiffh and a low variant 
of it in order to give an idea of the magnitude of the variation of the 
capital accumulation.

The scenario is based on economic theories, and history. It is based 
on expectations that the current high price of oil v.-ill reduce demand 
and increase non-OPEC energy supplies: that OPEC imports will con 
tinue to rise, although much slower thnn the 70-percent increase in 
1974; and that in the latter 1970's, as the non-OPEC supplies come on 
line, OPEC will have to accept a reduction in the real price of oil in 
order to keep a reasonable share of the total rrar'-et. The more OPEC 
prices are raised in the short run, the faster these pressures will come 
to bear.

This scenario assumes that the politicnl cohos'on of the OPEC cartel 
will mostly be maintained, although that ; s not sure, but that the lower 
the demand for their oil, the harder it will be for them to maintain the 
cartel price.

Thus in the 1980's, competition may well develop between the mem 
bers of OPEC, leading to a reduction in the price of OPEC oil. Such 
competition has been a problem historically for most cartels. Despite 
the benefits to a producing group as a whole which result from restraint 
of production in order to maintain high prices, the incentive of in 
dividual members to try to increase their share of the total makes nego 
tiation and allocation of shares very difficult, and extensive price cut 
ting usually results, particularly in the longer run as demand adjusts 
and alternative supplies can be developed.

On this basis, the most plausible scenario in our view is for current 
account surpluses until 1979, with a total buildup of surplus capital 
funds by OPEC on the order of $200 billion in 1979 dollars by then. 
After that the OPEC current account should go into deficit—some 
countries will maintain small surpluses, but they will be offset by the 
deficits of others—with a reduction in the accumulated surplus.

This $200 billion is of course a lot of money; but it is clearly trivial 
in terms of the size of world financial markets even by today's stand 
ards and will be more so in 1979. What looked like a tiger is thus ex-
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pected to turn into a Cheshire cat, that poses little threat to the stability 
of the world financial system.

Some commentators have interpreted this analysis to imply that 
nothing need be done by the United States or other consumer govern 
ments in response to the OPEC cartel. That is not so. The essence of a 
cartel is to hold the price of a commodity above the free market price 
and thus get more income from consumers than otherwise; that is to 
say, more automobiles, or capital equipment per barrel of oil.

The basic issue is the transfer of income, rather than whether or not 
producers spend it, or how large their accumulation of unspent capital 
abroad will be.

While the scenario described is largely based on market forces, it is 
clear that the governments of oil-importing countries, such as the 
United States, have every incentive to aid the market process by en 
couraging reductions in demand for oil and increases in alternative 
supplies. This would not only increase the downward pressure on the 
cartel price of oil, and reduce the magnitude of the OPEC surplus, but 
would also reduce the transfer of income from oil consumers to pro 
ducers implied by the cartel price.

With this view of the OPEC surplus, we do not see the need for pre 
cipitate action to discourage investments in the United States by 
OPEC or indeed any other foreign investors.

We have a serious belief in free international flows of capital, gen 
erally, which benefit, both the investor and the recipient. The bene 
fits of such flows of capital, and in the case of direct investment often 
accompanied by transfer of managerial expertise and technology, are 
similar to the benefits of international trade in goods, where consumers 
on both sides benefit. While there are U.S. national interests that de 
serve special consideration, we believe that present laws and the bodies 
charged with the administration of these laws are adequate to protect 
these interests.

[The complete statement and appendix follow:]
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STATEMENT BEFORE

SENATE BANKING SUBCOMMITTEE 
ON INTERNATIONAL FINANCE

BY
DAVID T. DEVLIN, V.P. 

FIRST NATIONAL CITY BANK

JULY 23, 1975

I am an economist, and since November 1973 have been a Vice President of 

First National City Bank in the Economics Department, concentrating on issues 

of international finance. Previously, I was in charge of the work on the U.S. 

balance of payments and multinational corporations at the Bureau of Economic 

Analysis in the Department of Commerce.

T Kflv*» been asked to testify on the financial problems associated with OPEC 

funds. I will focus on two issues: The like 1 size of the OPEC capital surplus; 

and the need for legislative restraints on investment of such funds (and other 

investments) ir. the United States as embodied in S 425 and S 995.

1. Citibank has recently published an analysis of the OPEC capital surplus,

and I include that analysis as an appendix to this testimony. The current 

account surplus of the OPEC countries in 1974—and thus their accumulation 

of capital abroad during the year—was about $65 billion. (The current 

account covers exports and imports of goods and services, including income 

on investments, as well as unilateral transfers or gifts.) The $65 billion 

included some $55 billion that was investable and a build up in trade 

credits of some $10 billion, reflecting lags in payments to OPEC for oil and 

by OPEC for imports.
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In 1975, OPEC imports are continuing to rise and oil receipts have fallen 

sharply. Their current account surplus should therefore drop to about 

$35 billion for the year. Most of the resulting improvement in the current 

accounts of oil importing countries has been concentrated in the ten largest 

industrial countries, who are in a deep recession and have been the mdjor 

suppliers of the consumer and capital goods imports by OPEC. As a 

consequence, the OPEC induced deficit in 1975 appears to he concentrating 

in the poorer OECD countries and the non-oil I,PC's. This implies their 

deficit will be as large as in 1974.

It is important to emphasize chat all figures on diK- Oi'tC capital 

accumulation in later years are little more than scenarios. The terms 

projections or estimates imply more knowledge and certainty than we have. 

There are a number of major uncertainties: how fnr.t the OP1X development 

plans will be implemented and thus how quickly OPFC imports wiII grow; 

the likely demand for OPEC oil; and the price of sur.h oil. We feel that 

the central scenario in our report is the most plausible outcone. It in 

based on expectations that the current high price of oil wil1 reduce demand 

and increase non-OPEC energy supplies; that OPEC imports will continue to 

rise, although much slower than the 70 percent increase in 1974; and that 

In the latter I970's, as the non-OPEC supplies cone on line, OPEC will 

have to accept a reduction in the real price of oil in order to keep a 

reasonable share of the total market. The more OPEC prices are raised in 

the short-run, the faster these pressures will come to > ir.

This scenario assurrus th;it the political cohesion of the i , L-C carte] will 

IEOS t ly be maintained (although that is not sure) , but that the lower the-

-:,;x
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demand for their oil, the harder it vill ta for them to maintain the 

cartel price. Thus in the ] 930' s competition ray veil develup between 

the nembers of OPEC, leading to a reduction in the price of 0?EC oil. 

Such competition lias been a problem historically for most cartels. 

Despite the benefits to a producing group as a whole which result fron 

restraint of production in order to maintain high prices, the incentive 

of individual members to try to increase their share of the total r.akes 

negotiation and allocation of shares very difficult and extensive price 

cutting usually results, particularly in the longer run as demand adjusts 

and alternative supplies can be developed.

On this basis, the most plausible scenario in our view is for current account 

surpluses until 1979, with a total build up of surplus capital funds by OPF.C 

on the order of $200 billion by then. After that the OPEC current account 

should f,Q inuO deficit v:ith a retu;riilor in ll't- ,?,--'--u.:iul'i^?d surpl-j. '.'"nil.1 

$200 billion is, of course, a lot of money, it is clearly trivial in terr^ 

of the size of world financial markets even by today's standards and will 

be HBJie ao in 197!?. Uhat looked like a tiger is thus expected to turn into 

a Cheshire Cat, that poses little threat to the stability of the world finan 

cial system.

Some commentators have interpreted this analysis to imply that nothing need 

be done by the U.S. or other governments in response to the OPEC cartel. 

That is not so. The essence of a cartel is to hold the price of a commodity 

above the free market price and thus get more income from consumers than 

otherwise; that is to say, more automobiles, or capital equipment per barrel 

of oil. The basic issue Is the transfer of income, rather than whether or
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not the producers spend it, or lu.; large their accumulation of unspent 

capital abroad will be.

While thn scenario described is largely based on market forces, it is clear 

that the governments of oil importing countries, such as the U.S., have 

every incentive to aid the market process by encouraging reductions in 

demand for oil and increases in alternative supplies. This would not only 

increase the downward pressure on the cartel price cf oil dr.d reduce the 

magnitude of the OPEC surplus, but would also reduce the transfer of incone 

from oil consumers to producers implied by the cartel price.

With this view of the OPEC surplus, we do not see the need for precipitate 

action to discourage investments in the United States by OPEC or indeed 

any other foreign investors. Free international flows of capital generally 

benefit both the investor and the recipient. The benefits of such flows of 

capital—and in the case of direct investment often accompanied by transfer 

of managerial expertise and technology—are similar to the benefits oT inter 

national rrade in goods where consumers on both sides benefit. While there 

are U.S. national interests that deserve special consideration, we believe 

that present laws and the bodies charged with the administration of these 

laws are adequate to protect these interests.
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The Opec capital surplus—from tiger into tabby cat
When the Organization of Petroleum Exporting Coun 
tries [Opec] quadrupled the price of oil in 1973-74, it 
touched off it chain reaction thai began with a cnsmii, 
bang but has since got less explosive. Stage J trig 
gered fears -sometimes bordering on panic-- that the 
huge increase in oil revenues would be neither lent, 
spent nor invested m the consuming countries and 
that an ever-prowing Opec surplus would disrupt fi 
nancial markets and cause an international economic 
"collapse." In Stage II, it was demonslr.itrd that the 
ihur.k could be borne, that the private financial mar 
kets, with sonn- assistance from government", and the 
International Monetary Fund, were able to transfer 
or "recycle" Oprc capital to countries saddled with 
large oil deficits. In Sliine III, jus! beginninf?, the. like 
lihood is that sooner or later the onre-tprnfymR Opec 
f.apit.ii surplus will he eroded by a Rrowinx d.-fint in 
the Opfc current ni.count.

The reasons for anticipating such .1 turnabout for 
Opt'c -its enormous 1974 surplus on current accoun' 
dwindling into a deficit in 1980- -are twofold:

• Open's imports—purchases of all sorts of guods 
and services from the rest of the world- -are expand 
ing much faster than expected.

• Opec s oil revenues are much lower than had 
been generally foreseen. World demand for uii ha? 
been weakened, not only by the swift runup in price 
but also by the deep recessions into which most coun 
tries have" fallen.

Together, these two developments surest that, 
sometime in the years ahead. Opvc's currr-nt-account 
surplus will indeed be replaced by n deficit. The tim 
ing and dimensions of the turnaround r.ould he mure 
or less as suggested in the table below. But other 
scenarios arf possible, loo.

The outcome mil depend on the e\ululion of

The rise and fall of the Opec surplus — the central scenario

It 7H 1»74 1971 1I7< IS" UTI

OH production, milhon* of bM !0ri 11 30 ?e 27 £3 rt

Pric*p«bbl — cUfr»nt*Ml«r» 1 3 .10 n 40 11 1C 11 80 1 1 K '070 
ItTSteltort n 30 II » 10M 320

Oil *iporlB ' M '26 107 110 11* M3 
Dittdvndt, lnt«iMt*fl6 olhai 7 9 14 tfl 23 28

TriM(*f» -2 —4 —6 — S —3 - 3 

Curt,n1 *CCOunt 6 66 « 37 JO 19 

Accumtjlil*d CMlUI Holdinfll ib(»wT i 66 1C? 139 169 1W

l.Mb.-.On.-.^^^.rd.^

1«T) IMO HIS

30 31 32

990 910 910 
8 10 7 10 190

!06 103 107 
34 2-3 76

—3 —3 -2

8 - -35 

1 96 1 d-i 30

Prepared by Citibank's Economics Department for customers of First National City Bank and Citicorp.
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Opec surplus**—four scenarios

T374757BT7

Opec's current account, which in turn will depend 
mainly on future trend* in Opec's revenues and im 
ports. The credit aide of a country's current account 
ia essentially the sum of its exports of goods and serv 
ices, including net returns on foreign investment. The 
debit side reflects its imports of goods and services, 
and its gifts or "transfers" to other countries. In any 
given year, a surplus on current account indicates 
:hat the country's net claims against the rest of the 
world—and hence its capital wealth abroad—have in- 
creasi'i for the year. Conversely, a current-account 
deficit means tii<it <mch claims have diminished. Con 
sequently, if Opec runs a current-account deficit in 
1960, its store of capital wealth will be less at the end 
of 1980 than at the end of 1079.

Current-account analysis is based on accounting 
concepts that may require some clarification (box, 
page 4). In particular, last year produced a discrep 
ancy between Opec's current account and its invest- 
able surpluses, due to sudden surges in the value both 
of its exports and imports. But so large a discrepancy 
is not likely to recur. That's why tbe current account 
provides the moat solid basis for delving into the 
future of Opec's capital hoard.

This approach confronts hard problems in their 
most acute form. Indeed, it forces the analyst into a 
tight corner where more questions are raised than can 
be answered with certitude.

One burning question is how the future demand for 
Opec oil will respond to the current high price or to 
changes in price. A preliminary answer is that re- 
sponsiveness. or price elasticity, over the long run 
will hinge on a complex set of factors. They include 
the impact of high prices on consumption, the growth 
of non-Opec oil supplies, the degree to which coal is 
substituted for oil, and the speed and efficiency with 
which nuclear-energy supplies can be expanded.

Then then are the more strictly political questions-, 
such as the scope of Opec's economic-development 
programs and the cohesiveness of the cartel, which 
an even more difficult to answer. Nonetheless, it is 
possible to construct scenarios based on what are 
now reasonable assumptions about the factor- that 
will determine Opec's surpluses.

Four scenarios are offered here; and four corre 
sponding curves—showing the growth path of ac 
cumulated Opec surpluses for each scenario—are 
sketched in the chart opposite. The central scenario, 
with peak accumulation occurring in 1970, ia deemed 
the most plausible. The high-accumulation scenario 
moves to a much higher peak in 1961, as the chart 
indicates. A low-accumulation scenario peaks out 
sooner, in 1977. And finally, a fourth scenario envis 
ages the possibility that the cartel might break apart.

Figures for the central scenario are provided in twu 
tables, on pages I and 3.

Ofl rovmow: The top two lines of the table on page 
1 give year-by-year estimates for Opec oil production 
and for the price per barrel. These two lines establish 
the framework for the central scenario; they exemplify 
its basic assumptions.

First of all, it's assumed that the cartel will hold 
firmly together through 1985. Secondly, the scenario 
starts with the fact that Opec's output was cut 
sharply this year to maintain prices in the face of 
recession-weakened demand. But it's assumed that 
Opec production will increase next year as the world 
economy recovers, and that it will continue to rise 
gradually in the years ahead.

This year's cutback was deep—from a high point 
of 32 millions of barrels per day (mod) in June 1974 to 
25 mbd last March-April. All the same, oil inventories 
bulged and little storage space was left. Some Opec 
members shaded their prices a bit to maintain output, 
but on average the real price of crude gave very little 
ground; and as demand picks up over the next few 
months and into 1976. the movement of the price is far 
from certain.

However, from 1977 onward, the exploration efforts 
launched this year will begin to pay off in non-Opec 
oil, so that Opec will be forced to keep a tight rein 
on its own output to prevent a sharp fall in prices. 
Later still, other forms of energy will become avail 
able in greater volume, while the flow of non-Opec 
oil keeps rising. At that stage, Opec members will 
probably step up their production in an effort to re 
build their dwindling share of the market—an effort 
that is unlikely to succeed in the long run. By 1985, 
this combination of events could lower the real price 
—expressed in constant 1975 dollars—to an equilib 
rium level, perhaps $5-6 per barrel.

But a real price at $5-6 would mean that, in 1985, 
a barrel of Opec oil would be worth little more than 
half as much as in 1975, in terms of the real bundle 
of goods and services far which it could be ex 
changed. Assuming a 5% average annual rate of infla-

a/M
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tion 'for the intervening period, the 1965 price per 
barrel is estimated at $9.10 in current dollars. 
' Import*: Estimates of imports in the table on page 
1 are influenced heavily by what is known about the 
cartel's plans to raise living standards through heavy 
capital investments. And it is in this respect that the 
position of Opec's members, especially those in the 
Middle East, is unique. They are committing them 
selves to long-term capital projects—petrochemical 
complexes, gas-gathering systems, desalination facili 
ties and the like—all carrying price tags that run in 
the billions of dollars. Work on such projects cannot 
be halted before completion without incurring hefty 
losses and undermining widespread expectations of a 
better life.

This suggests that, as revenues grow more slowly 
than expected and imports grow more rapidly, the 
capital surplus accumulated by Opec will reach a 
peak, and then decline. The central scenario puts the 
peak at about $196 billion in 1979.

Th* diversity within Opec
The table below shows how each of the Opec mem 
bers fares as the central scenario unfolds. As early as 
1976, at least five of them—Libya. Indonesia, Algeria, 
Iran and Ecuador—find no surplus or even a growing 
deficit in their current accounts. From then on. im 
ports into these five continue to rise, but at a slower 
rate as they run down their previous accumulations 
of capital. After these accumulations are used up, it's 
assumed that these countries will keep running mod 
erate deficits and that they will borrow to finance 
them. But eventually there will be a limit to borrow 
ing, and imports will be greatly reduced.

By 1977-78, the significant surpluses in the current- 
account balances of Iraq, Venezuela and Abu Dhabi 
are also likely to disappear. And after 1980. the central 
scenario provides that all the Opec countries, except 
perhaps Qatar, will have current-account deficits.

financed either by running down accumulated assets 
or by borrowing.

But events may take a different course from the one 
traced by the central scenario. In particular, a good 
deal of uncertainty surrounds demand for Opec oil 
through 1985—which is why it is necessary to pre 
sent a high-accumulation scenario.

In this scenario, the key assumption is that demand 
will remain high in 1975—and that ii will grow faster 
from then on than wa» suggested by the central scen 
ario. This rapid rise in demand could reflect sluggish 
consumer response to high prices, a slow growth of 
non-Opec supplies, or both. The higher the demand, 
the easier it will be for Opec to maintain high prices. 
Therefore, the high-accumulation scenario assumes 
that prices in real terms will decline very slowly. In 
1965, the price per banel might be $15 in current dol 
lars—or $9 in 1975 dollars, again assuming an annual 
5% rate of inflation. If world inflation were to retuin 
to double-digit rates, the 1985 price could be much 
higher—especially if Opec prefers present to future 
income and decides to raise its price,

But higher revenues might encourage most Opec 
states simply to buy more imports. As a result, it's 
assumed that, in most Opec countries, the surpluses 
will pile up no faster in the high-accumulation scenario 
than in the central scenario. However, three countries 
spell the difference. They are Saudi Arabia, Kuwait 
and Qatar—where the present constraint on imports is 
an unwillingness to spend, not a lack of spendable 
revenue. As surpluses in these three countries grow 
very rapidly, the total Opec surplus peaks at about 
$300 billion in 1981, rather than $196 billion in 1969. 
And with a return to rapid inflation, the high-accumu 
lation peak could be even higher.

But there's a third possibility: Overall demand could 
be lower than in the central scenario. In the low- 
accumulation scenario, it is assumed that the demand 
for Opec oil drops to 25 mbd in 1975, rises temporarily
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in 1976-77 as the world economy revives, then falls to 
30'mbd in 1980 as non-Opec supplies expand rapidly, 

• and only recovers to 27 mbd ; n 1985 after sharp cuts in 
Opec prices. Prices in 198J art assumed to be $4.50 
per barrel in 1975 dollars and $7 In 1985 dollars.

Under these circumstances, Opec a big spenders 
would have to cut imports faster than in the central 
scenario because the revenue constraint would come 
into play sooner. Opec's accumulation of assets would 
peak at $130 million in 1977, and the reduction in the

Opec: the red and the black
In the public press, the swift buildup of Opec's 
capital wealth is rarely presented in current-ac 
count terma. Most estimates of Opec surpluses 
focus solely on oil revenues.

But this isolates one segment of world trade— 
oil—and only part oi' thai, from other interna 
tional transactions. Furthermore, oil revenues ac 
counted when payments are actually made, not 
when the oil is shipped. AH this makes it difficult 
to compare Opec's balance of payments with the 
uniform estimates that the International Mone 
tary Fund prepares for all member countries.

Under unusual circumstances, the current-ac 
count approach can cause some confusion about 
the size of the inveslable surplus. In ?974, the 
total value of Opec exports was $135 billion, of 
which oil accounted for $126 billion. Out of this 
$126 billion, some $16 billion accrued to private 
foreign-owned oil companies. So in terms of 'lie 
current account, this $16 billion was an outflow— 
and was included in the total of Opec'e imports. 
When imports a:?d transfers w. e deducted from 
total exports last year, there v -* a $66 billion sur 
plus in Opec's current account.

Bu» because of lags, both on the receipts and 
payments s.de of the ledger, the $66 billion over 
stated what Opec actually could spend, lend or 
invest abroad n 1974. For example, some $19 bil 
lion of the $110 billion due to governments wasn't 
really going tu be paid until 1975, so actual gov 
ernment oil revenues in 1974 came to about $91 
billion. Partially offsetting this was Opec's delay 
in paying for its mighty surge of imports. Perhaps 
as much as $7 billion of the $35 billion worth of 
imports was not paid for until 1975. So it seems 
that Opec's actual investable surplus was $54 bil 
lion in 1974—because 66 -19 + 7 = 54.

A gap of $12 billion between Opec'a current- 
account surplus and its investable surplus is a 
freak occurrence. Last year was an extraordinary 
year for Opec, with extraordinary surges both in 
exports and imports. Because it won't happen 
again, current-account analysis is a good way of 
looking into Opec's future.

surplus from the central scenario would be COL .n- 
trated in the high-surplus countries.

But there's a problem common to all thea scenarios 
—they ass'ime that, in the future, each Opec member's 
share of total Opec revenue will not change signifi 
cantly from the present or recent past. However, most 
cartels break up over the issue of revenue sharing.

Suppose that some Opec members-—that have the 
ability to increase their output—decide their shares 
are inadequate to finance their development plans. 
They may seek to build up their shares at the expense 
of their fellow cartelists.

In that event, a "cartel breakdown" scenario could 
occur. It would run like this: An Opec member in need 
of more revenue, would shade its price to increase its 
share of the pie substantially. As its share expanded, 
the shares of other Opec members would decrease-r 
and they could respond by shading their prices. There 
upon the first pricecutter would find its share shrink 
ing back to its original size. Since short-run demand 
for oil is fairly inelastic, total revenue would be re 
duced by the price shading; each member of the cartel 
would be worse off. If the original pricecutter tried 
once again to increase his share, the other Opec mem 
bers again will retaliate. The result would be a down 
ward spiraling of the oil price until it reached 3 free- 
market level of perhaps $5-6 per barrel in 1975 dollars.

The price umbrella
But whs* is the likelihood that the Opec cartel will 
fall apart? So far, Saudi Arabia, Abu Dhabi, Libya and 
Algeria have been willing to accept major reductions 
in their revenue shares. Of those four, only Saudi 
Arabia is in a position where further cuts in produc 
tion would not reduce its oil revenues below what it 
expects to spend for imports in the near-term future.

However, it is the existence of countries that need 
not spend all of their revenues that distinguishes the 
Opec cartel from other cartels. As long as Saudi Arabia 
and a few others hold up the price umbrella by cutting 
production, there is little chanct that competition for 
shares will cause a sharp fall in price.

Over the longer haul, in the late 1970s and early 
1980s, growing non-Opec supplies of energy will 
diminish the demand for Opec oil, and the receipts of 
countries now enjoying huge surpluses may fall closer 
to the level of their spendi.ig on imports. If that hap 
pens, they will no longer be willing to maintain the 
price by accepting outsized cuts in production. Then 
Opec would suffer the fate of other carfels.

This possibility should not be lightly dismissed. 
While the central scenario now appears the most 
plausible, the alternatives—especially a cartel break 
down—cannot be ruled out. However, there is a simp 
ler and more solid conclusion to be drawn. It is that, 
whichever scenario unfolds, the accumulated Opec 
surpluses will shrink. What first seemed to be a fero 
cious tiger in 1373-74 has since been declawed—and is 
now turning info a Cheshire Cat.
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Senator STEVENSON. Thank you, Mr. Devlin. Your central scenario 
is an optimistic one, and I am glad to have it. I wish I could feel quite 
as optimistic as you do, having argiied for almost 2 years now with 
economists and others about the ability of OPKC to decrease produc 
tion as opposed to price, only to be proved right so far.

I approach all of the scenarios of economists with some continued 
scepticism. Also as chairman of another subcommittee, the Oil and 
Gas Production Subcommittee of the Senate, I have some familarity 
with wordwide production not just of oil, but of alternative sources, 
including other fossil fuels, natural gas, and I guess I just can't be— 
well, to begin with, quite as optimistic as you are about reducing de 
mand for oil, partly because of the lag time on the alternative sources, 
partly because some sources are rapidly depleting, like natural gas, 
unless we reduce the demand, just reduce inf' -l.strial activity and have 
a recession or depression, and that is clearly not the way to do it. 

Mr. DEVLIN. No, sir.
Senator STEVENSON. I suppose you have tried to project demand, and 

your conclusions are more optimistic than most of ours, and on the 
supply side, too.

That has been part of the continuing argument. The economists, the 
Secretary of the Treasury and all others say well, you just wait, the 
high price of oil is going to produce a lot of new oil; it will come out 
of the China Sea, it will come out of the jungles of the Amazon; we 
will all get washed away with it. But it just hasn't happened.

"Where are these non-OPEO producers that you have identified ? Is 
North Sea Production ?

Mr. DEVLIN. I think there, have been lists around—— 
Senator STEVENSON. Of future non-OPEC production, additional 

non-OPEC supplies?
Mr. DEVLIN. So far what has happened is the worldwide reee!5sion 

has sharply cut industrial activity due to consumers not buying things, 
and that is part of the drop in the demand for oil since last year.

We, have run some regressions associating world demand for oil, 
with world economic growth. And from these equations we have be 
come convinced that the magnitude of the drop we have seen in produc 
tion so far—the consumption numbers are very soft—suggests thai the 
fall is more than could be explained by the magnitude of the world 
recession. That is what you would expect.

You expect part of the reduction in demand due to the high price 
to happen the first year, after the high prices are instituted. But there 
are adjustments that take a longer time on the demand side. For in 
stance, you pay attention for the first time to insulation in buildings, 
because it is expensive not to. It is these kinds of factors that will af 
fect demand in the long run.

Now the alternative supplies, I suppose there is a standard list of 
thorn, the North Sea——

Senator STEVENSON. This is short-term demand 1 
Mr. DEVUN. I am really focusing th ; s analysis on the latter part 

of the 1970's when non-OPEC supplies come on strongly. I don't 
expect anything this year or rext. As you know production in the 
United States is actually declining. I think something could be done 
about that. A higher price for oil would lead to more production.
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Senator STEVENSON. Have you taken into consideration, for example, 
depleted natural gas supplies in the United States, and the need for 
alternatives ?

Mr. DEVLIN. In respect to the natural gas supplies, it strikes me 
that the price has been held down very low and that has encouraged a 
number of people to use natural gas who would not have used it if it 
were at the market price, and that low price has encouraged a great 
deal of people not to look for any more.

Senator STEVENSON. My point is, as the price goes up, and as natural 
gas simply runs out they will be encouraged to use oil. Every time the 
Geodetic Survey comes up with another report, we have lost another 
third of our oil and gas resources.

Mr. DEVLIN. I saw that report, yes.
Senator STEVENSON. The energy has to come from somewhere, at 

least we hope so. And most of the alternatives are pretty far distant, 
including the technologies for conversion of coal.

Mr. DEVLIN. I would not expect in the kind of scenario that I am 
talking about, to depend on any of the more exotic supplies, such as 
nuclear fuels, liquified coal, those kinds of things. I really expect this 
to happen through increased supplies of oil and coal. An anormous 
increase in the use of coal in the United States is possible, saving a 
great deal of oil, despite the fact that the price of coal has gone up in 
sympathy with oil.

I might also say, parenthetically, that I have more or less been 
involved in the matter of energy since 4 or 5 years ago when I was 
here in Washington. And it struck me 'both here, and in New York, 
that there was a division between the energy economists and financial 
economists, such as myself. And the financial types tend to say, well, 
if the price changes, you will have shifts in demand and supply; and 
the energy people tend to say, well, the price has never shifted, and 
sven if it did, there would not be any change in demand or supply.

The facts will prove it one way or another.
Senator STEVENSON. You were going to say something about the 

supply side, the non-OPEC future sources of oil and I think I inter 
rupted you.

Mr. DEVLIN. I did not have anything new in mind. The conventional 
list indicates the North Sea, the North Slope, Mexico, and offshore 
areas of the United States. And we will probably discover oil in all 
sorts of new places that we had not even thought of, because the 
monetary incentive for looking for it is so strong now.

I think it is the small wildcat drillers that tend to be the most en 
thusiastic and believe this.

Senator STEVENSON. Getting back to the investment of the OPEC 
surplus, most of that investment in the United States is short term, 
isn't it, bank deposits, and so on, and if so, what are the banks doing 
to protect themselves against investment shifts ? Do you want to elab 
orate on that subiect ?

Mr. DEVLIN. Yes. The money that came into the United States last 
year was around $11 billion; something like half of that was in bank 
deposits and commercial paper, the other half in U.S. Government and 
agency securities, and a trivial amount in private long term invest 
ments, real estate, and the stock market.
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No individual bank has to accept a deposit if it feels it would in 
any sense adversely affect its liquidity structure, and none of the big 
banks do it. So what happens if they do not want deposits ? All they 
have to do is shave their quotas a little bit, and the deposits go 
elsewhere.

There was a great deal of worry about this last summer when short 
term interest rates were very high. But what actually happened is 
when the big banks did not want the money, it spilled over to the 
smaller banks. When short term interest rates came down from the 
very high levels they had reached, largely because of inflation, the 
funds shifted into the longer term maturities.

One would expect this trend to continue. I might also mention that 
if you have a big deposit and for some reason or other the depositor 
takes it out of your bank and puts it someplace else, the total amount 
of funds available has not changed. To replace the deposit you lost, 
you might go through one or two intermediaries and get the same 
amount back.

Money is very fungible in the markets. I think it is very easy to 
exaggerate the possibility that any particular bank could come under 
great pressures because of some arbitrary switching around of OPEC 
deposits, even if OPEC wanted to do it.

Generally our experience has been they don't want to. That is a 
way to lose money. I am speaking not only of switching within na 
tional money markets, bul also switching between money markets, 
thus affecting exchange rates for currencies. There have been some 
marginal movements of OPEC funds affecting exchange rates, say 
more flows into German marks or Swiss francs than there used to be. 
But it is surprising how little of that shifting there is. Of course, a 
good deal of the funds will be concentrated in Saudi Arabia and 
Kuwait who we believe are very conservative investors, based on our 
extensive discussions with them.

Senator STEVENSON. Well, I know a little bit about what it a, like 
to be an Arab sheik because I once had about a billion dollars to invest 
in banks, when I served as a State treasurer in Illinois, and I dis 
covered in that role that I had a certain amount of influence with the 
banks and developed some new investment policies which influenced 
the lending activities of the banks, the effort being to funnel these 
funds into activities that benefit the public.

I mention that experience because of the Arab boycott. And because 
it suggests to me that depositors of some billions of dollars potentially 
have at least some influence over the activities of U.S. banks.

What is the effect of the boycott on U.S. banks and isn't a bank like 
First National City, which acts as a depository for Arab states, under 
a great deal of pressure or at least capable of being put under a great 
deal of pressure to comply with boycott requests lest it lose deposits.

Is First National City a depository of funds from OPEC or Arab 
boy cotters?

Mr. DEVLIN. Absolutely. When the original flows started we were 
often cited as one of the 10 banks to which the funds would go, because 
thev knew about us, and they didn't know about most banks.

The problem here is partly on the OPEC side, too. They got an 
enormous amount of money, quite suddenly, and it took them some 
'''me to gear up procedures to handle it, and to some extent they very

58-527 O - 7S - 2S
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much needed the big banks to give them advice and make sure the 
flows kept moving.

I mean you wouldn't want a billion dollars sitting around not pay 
ing interest for weeks. So they had to go to the big banks initially.

And I might say that given the relative size of the money and cap 
ital markets in the United States and in the Eurodollar market, which 
is really an extension of the U.S. money market, OPEO really cant 
put its surplus funds very many other places because the other na 
tional money and capital markets are so small, it is very hard for them 
to absorb large amounte.

So I am saying the dependence is not just one way, it is really a mu 
tual thing. And certainly whenever you enter into a business deal with 
anybody, banks, nonbanks, what have you, there is always a certain 
interaction. But it is up to tho management of each of the organiza 
tions to decide what they are willing to deal about and what they are 
not willing to deal about, how far they will go to get certain things 
done and how far they won't go. And I should say Citibank is diversi 
fied all around the world. Although there is a big source of funds in 
the Middle East, we have many other markets as well.

I can probably also say something as to how we think about the 
boycott. It is not really clear to us what should be done about it.

There are three different kinds of boycotts. The first is the primary 
one by the Arabs who do not want to buy Israeli goods. And the sec 
ond is that they don't want to deal with firms, in the United States 
and elsewhere, who give ma jor support to Israel. Now just what major 
support is very hard to define. You can't find rules which would ex 
plain why all of the people on the boycott list are there and why others 
are not there. It is hard to come to a consistent definition of what the 
criterion is.

According to statements of the boycotters they are not interested in 
preventing firms from doing normal trading with Israel, and I might 
say normal banking with Israel. We have a number of correspondent 
relations with bankers in Israel, and it is good business.

The third kind of boycott is pressure that would lead to a U.S. firm 
discriminating against another U.S. firm or an individual on the basis 
of race, color, or creed.

I should say first that all of these types of boycotts, as far as 
Citibank can see, don't make any economic or moral sense. On prin 
ciple, we are one of the firmest supporters of free markets. We believe 
in it and we take that view with the U.S. Government or any other 
government we talk to.

In respect to this third kind of boycott, it is even more serious than 
the other two. The, kind of boycott, where you discriminate on the 
basis of race, color or creed, is intolerable, and to the extent it is not 
illegal, it clearly should be.

I might say that a company or country simply can't allow that sort 
of thing to occur.

Now as to the second kind of boycott, where to some extent firms 
are faced with the choice of either dealing with Israel or dealing with 
certain Arab countries, it is very hard to decide what to do about it.

I looked at S. 953, and as far as I can see it says that the President 
would have power, presumably if he wished to use it—I wasn't sure 
about that—to slow down or nut back exports to, or investments in
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countries which discriminate against a country with which we have 
friendly relations.

My first q> «tion, is all right, what would that do ? What would be 
the total result of doing that ?

To the extent the President used that power, and he cut off exports 
to or investments in a number of Arab countries, I guess our con 
clusion is it wouldn't really do much good. The Europeans and Jap 
anese would move in with their exports, and with their investments. 
I don't believe Israel would be helped much, because I don't think 
they have been hurt much by the boycott. It has been a nuisance, 
but serious economic damage has not resulted. In addition to that, 
during a temporary period while our exports were disrupted, a lot 
of workers in the United States would have to make some painful 
adjustments.

In addition, there is a foreign policy argument one can make. That 
is, to the extent we are trying to be a peacemaker, a reconciler in the 
Mideast, a cutoff of exports and investment would clearly hurt that 
effort.

Of course the clear way to get the boycott stopped is to get 
what we want for other reasons, and that is peace.

Senator STEVENSON. Has Citibank been requested to comply with 
the boycott ?

Mr. DEVLIN. No; not to my knowledge. I talked to the responsible 
people in the bank and I didn't find that to be the case.

Senator STEVENSON. Do you know about the experience of other 
banks ?

Mr. DEVLIN. Not very much. I mean I have read the papers, certainly, 
as to what happened in London, where some banks were reported 
under pressure, and some so-called Jewish banks were kept out of 
or there was an attempt to keep them out of some syndications.

I should say that Citibank, as oomanager, has been involved in syn 
dications in which there were both Arab banks and some of these so- 
called Jewish banks. So we have all been together.

Senator STEVENSON. Does Citibank have branches in Arab states?
Mr. DEVLIN. Yes; we have had a branch in Saudia Arabia for 10 

years, and also have branches in a number of other Arab countries.
Senator STEVENSON. Do you have a branch in Israel ?
Mr. DEVLIN. No; we do not have a branch in Israel. I should say we 

don't have branches in a number of other countries, also, including 
Sweden and some Arab countries, for instance.

We think that branch banking in Israel would not make us enough 
money. On the other hand, we do have fairly extensive credit relations 
with the commercial banks operating in Israel, and normal commercial 
transactions take place.

Senator STEVENSON. Do other banks have branches in both Israel and 
Arab states ?

Mr. DEVLIN. My impression—and I am not an expert on it—is that 
there are probably no more than one or two American banks in Israel 
and they don't have branches in Arab countries. One of those I think is 
quite small. Another is part of a consortium of some sort.

I don't think any of the major New York banks have branches in 
Israel, although as far as I know they have the same commercial rela 
tions with the banks there that we do.
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Senator STEVENSON. You don't know of any pressure received by 
your bank or others to discriminate against, or not do business with 
U.S. firms because they are Jewish or because they have associations 
with Israel ?

Mr. DEVLIN. I have no knowledge of any case, and I did ask around.
Senator STEVENSON. There is an allegation that American banks 

routinely require boycott compliance forms from steamship lines as 
one of the documents to be submitted before honorary letters of credit 
are given.

Are you familiar with that allegation ?
Mr. DEVLIN. Yes. City Bank acts as an intermediary between say a 

U.S. exporter and a bank in say Saudi Arabia who is paying for the 
imports from that U.S. exporter. As part of the documentation, a state 
ment from the U.S. exporter is required that the ship on which he is 
shipping the goods will not stop in Israel before it stops in say Saudia 
Arabia, or wherever it is going. We process these letters of credit, and 
I must say we process them in almost a factory like atmosphere, and if 
that is part of the condition on which the payment is made, then we 
honor it.

There is also a certification as to the origin of the goods and this is 
customary in all foreign trade, I should say, and there is nothing spe 
cial required by Arab States in respect to that.

Senator STEVENSON. We have a form of such a document, I be 
lieve, and it reads as follows:

To Whom It May Concern:
To attest that the above captloned vessel Is not owned by Israel or an Israeli 

citizen, and to the best of our knowledge does not appear on the blacklist of 
the Office of Boycott of Israel deposited with the diplomatic and consular mis 
sions of Arab countries abroad. Further, this vessel will not call at any Israeli 
port

Mr. DEVLIN. I have seen different versions of this. I have seen sepa 
rately the first part of the one you mentioned. I hadnt seen one where 
all or that was in there. There are a number of varieties; each country 
evidently has its own.

We feel what we do is certainly legal under existing laws, and we 
don't feel very much involved. We are just an intermediary between 
the exporter and the bank abroad that is paying him; we just process 
the stuff for them.

Senator STEVENSON. We have a rollcall in process now, so I think 
rather than pursue the colloquy further, though it has been very help 
ful, we will adjourn. Thank you.

We will keep the record open for 2 weeks for any additional testi 
mony or comments that anybody would like to submit. Thank you, 
Mr. Devlin.

We are adjourned.
[Thereupon, at 12:30 p.m., the hearing was concluded/]
[The following statements and data were ordered inserted in the 

record at this point:]
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The United States Council of the International Chamber of Commerce 

agrees with much of Senator Inouye's statement of March Zlst when 

he introduced S. 1303. It is only with some diffidence that we take 

issue with his conclusions and put the Council on record as opposing 

S. 1303. The Council could n ; have wished a better statement on the 

need for and contribution of foreign capital to the economy of the United 

States or on the impact that foreign investment here has had heretofore. 

Also we agree fully that it is undesirable to allow anti-Arab sentiments 

to pyramid into a full-scale attack on the desirability of foreign investment 

in the United States.

The United States Council also supports the desire for improved 

statistics on foreign investment in the U.S. A. including improved 

reporting on beneficial ownership of foreign investments providing the 

extend and collection procedures are not so burdensome as to inhibit th/e 

flow of capital to the United States, A consensus of tbe Council membership 

recently taken overwhelmingly favorea improved information with such 

limitations.

Of course, a clear distinction must be made between information secured 

before the event, which we opposed, ard improved information recorded 

after the event, which we favor. It is one thing for Government to improve 

its knowledge of what has occurred, of who owns what, etc. It is an entirely
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different matter to inject the Government into proposed major business 

transactions involving foreign interests during the process of negotiation. 

Such negotiations often involve consideration of many alternative 

possibilities and are usually sensitive to premature disclosure. Pre- 

screening of business activities destroys any semblance of a market 

economy. For these reasons the United States Council is opposed 

fundamentally to Senator Roth's bill. S. 995.

The CIEP and OMB study of "United States Government Data Collection 

Activities With Respect to Foreign Investment in the United States", 

published just this Spring, shows conclusively that the Federal Government 

already collects a mass of statistical information on foreign investment 

here. Little of this information is coordinated. Much of it is unknown 

to other than the collecting agency. Perhaps a considerable amount of 

it is not subject to serious analysis or use by many of the twenty different 

agencies which already are securing such data.

The Administration is taking steps to effect a correlation of this information 

now. The United States Council supports that effort rather than new 

legislation. If, after study, the Administration finds that additional 

statutory authority is needed, then perhaps new legislation may be helpful.
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The United States Council is concerned about the possibility of 

retaliatory action by other nations if our data collection procedures are 

too burdensome. In general, our membership fear? that improved 

statistical information, if collection procedures are burdensome, could 

raise some barrier to the free inward flow of investment to the U.S. A. 

at a time when out near-term future capital requirements are particularly 

heavy. But more than that is at stake. Ever since World War II, the 

United States had led the free nations in seeking reduced barriers to the 

free international flow of capital. Quite a number of other nations have 

taken a much more restrained position. We realize that United States 

investment in many parts of the World haa faced and continues to face 

greater restrictions than we place on foreign investment corning into 

this country. But the Council still believes that unnecessary handicaps 

to the free inward flow of investment should be avoided.

Let us now review somewhat more specifically the position of the United 

States Council on the problems that concern this Subcommittee. In the face 

of the kind of questions that have been raised recently concerning the 

desirability of permitting further foreign investment in the United States, 

we asked our membership some relevant questions. With few exceptions 

their answers provide a strong supporting consensus for the position we 

have outlined herein. Obviously, a consensus is made up of many different
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views, some expressed in individual ways, some qualified and with a 

few that do not follow the overwhelming unanimity of majority opinion.

First, the Council asked whether its members still favor continued 

unrestricted foreign investment in the United States subject only to 

present regulations euch as those which apply to defense industries. 

With few exceptions, the answers were resoundingly affirmative.

Our membership believts overwhelmingly that our policies on foreign 

investment have served the natiot well, that the United States should 

continue to lead the World in freeing the flow of capital as well as 

trade, that artificial barriers dilute the global benefit* of investment 

and technology, at,d that the new potential which is being created abroad

•for increased foreign investment in American business and industry

•hould be welcomed and utilised to mutual interest.

Second, as stated before, there waa almost total agreement among our 

members favoring improved statistics on foreign investments that have 

been completed, as well as improved reporting on beneficial foreign 

ownership. There was doubt whether improving our iniormation can be 

achieved without raising a barrier to the free inward flow of investment.

Third, the United States Council asked its members whether they believed 

it posbible for the United States to take restrictive actions or impose 

screening oa foreign investments here without incurring retaliatory action
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by other countries against the much larger American investments abroad. 

Again, the overwhelming consensus of our members is that Bcrtening 

or other restrictions imposed on foreign investment in this country 

wjll carry substantial possibilities of retaliation. United States individual 

and corporate investors have six times as much .direct investment 

abroad as foreigners have in thin country. The Council wishes to stress, 

therefore, in the most emphatic munner possible, that the United States 

has far more to lose in risking euch retaliation than any other country,

Of course, a number of our members referred to the restrictions on 

United States investment which exist now in some foreign countries. 

A few raised the question of retaliation against these,, However, it is 

generally felt, particularly by the Council's Foreign Investment Committee, 

that it is far more fruitful for the United Statet to concentrate its efforts 

on reducing restrictions abroad rather than risking new restrictions, 

even through new reporting requirements. In our view, the United States 

net balance of foreign investment, taking into account both direct and 

portfolio investment, ie so strong that we should not relax our World 

leadership towards the free international flow of capital.

Action to correlate, codify, improve, and where possible, reduce present 

reporting requirements will be less likely to incur retaliatory action 

against United States investments abroad than new legislation. With the
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huge capital requirements of the United States during the next decade 

in financing jobs for the growth in our labor force, in pro-riding new 

domestic sources of energy, in environmental protection, in defense 

expenditures and other programs, the United States Council believe that 

the inward flow of capital should be encouraged.
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AMERICAN INSURANCE ASSOCIATION WASHINGTON. D.C. 20036
(202) 293-3O10

August 4, 1975.

The Honorable Adlai Stevenson, ill 
Chairman, Subcommittee on International

Finance
Coirmittee on Banking, Housing and Urban Affairs 
S300 DiLksen Office Building 
United States Senate 
Washington, D.C. 20510

Dear Senator .evenson:

S. 425 "Foreign Investment Act of 1975."

On behalf of our nationwide membership, I would like to enter the 
following comments in the record of youir recent hearings concerning foreign 
investment in the United States.

Our companies support S. 425 sponsored by Senator Harrison Williams 
from two points of view: (1) as corporations owned by large numbers of 
public shareholders, and (2) as investors in common stock issued by other 
public companies. S. 425 would arrend the Securities Exchange Ast of 1934 
(the Act) to improve substantially the information available t» a publicly 
held company end its stockholders in the event a foreign investor acquires 
more than five percent of its outstanding shares in preparation for a take 
over attempt.

More importantly, S. 425 would also establish a new procedure wheceby 
corporations would be able to ascertain the navies of tno beneficial owners 
of their outstanding stock, regardless of whether the owner is foreign cr 
domestic.

Persons who hold stock in the record for the account of an undisclosed 
person would be required to report the undisclosed name to the company issuing 
the securities. The issuing company in turn wf'.i-d be retailed to file an 
ovnc-rship liit. with the Securities & Exchange CoiiiTvissicn [SEC) , which pre 
sumably would become public information. This procedure vtculd provide a means 
for re-moving r.isyndir standings about the ownership of American business. In 
recent years, unfounded allegations have been possible about interlocking 
centre-is on public companies by large investors because information was not 
available about seme owners' true identity.
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While? we supporr disclosure of owner ship informalion whete UPC? number 
of shares owned is sufficient to provide d basis for an attempt to influence 
management, or to acquire control of the issuing company, S. 425 as presently 
drafted would require discinsure of every shareholder's idenlity.

In his testimony before you July 22, SEC Chairman Ray Garrett said 
the "scope and extent" of Section ]4Uj) in S. 425 "are not necessary for Hie 
protection of investors. The burden on nominee;; would appear to be excessive 
and the benefits to the public too remote." Wo agree.

Within the existing framework of the Act, including previous amendments in 
this area sponsored by Senator Williams, ownership of less than five percent of 
the securities in a particular cV-. s is not deemed sufficient to invoke the 
reporting requirements which provide information to oUier investors. We suggest 
Section 1-1 (c;) (2) in S. 425 be amended ar; follows to require issuers to report 
ownership inlc^c si;: to the: Ccirjnis^i^n nnly wlic*]; thcv exceed the five percent 
level;

" (2) ... Every such iss:uc-r shall file such a list T-e*"-any 
apeei£ ie3-pa*t-*heteof7 of^Jbhc^ identi.ty^ rc-sidenco and

TJ>- Ipl-ho- r^ _tha 11 t h» be ne f i c i a 1 o'.-mor s ) po s s o s s^ n q
i'jHi authority to ex t? rciscth-3 voting fights e • • i d cnce d

by moi'L- 1 hcri^ f i VG per centum of such snrur.i ties with the 
Commission at ;;uch tinus a^= tht; CoiruTUfision, by rule, may per 
pi«CLiU. f hut iu ,,u e-vci.L il.aH sucl, lisL f,«-sp« ci£,ed 
pafffe-tK^i?*1 3€ be filed less frequently tha» annually or 
more frequently than quarterly."

Chairman Garret t suggested two di f f crent approaclios to this subsection . 
First, disclosing JP rcnuired filinqs the ] argent 20 or 30 sharoholdor- 
of any class of a company's voting securities, and the extent of thoir voting 
authority. Thi^ form of disclosure was dc-velopc.-'d Ly Senator Leo Metcalf in 
connection with his Subconir.ii ttefj 1 s study on Dysclt^^jrF- of ̂ Co''pr;rato (. ._c_i shij'.. 
Tlie point behind both Senator M^tcalf's epp/f'sch, and our miygrsted emcnciinont to 
S. 425 is ownership in a publicly held company should bo disclosed when it af 
fects other invest. Tf, The fiv? percent level has tradi ticnal iy boor, csod as 
the threshold fo£ this type of disclosure', and in this instance \:e belie. 'u it 
should he retained. Wo have no objection, however, to the type of disclosure 
developed by Senator Metcalf.

The second alternative to subsection 14 (q) (2) put forward by Chairman 
Garrett is the disclosure required should be limited to any holder of more thrn 
cno cr t..-o pcr;:r.:'t zf the ccrr.par.y ' r, outr.tar.dir.g st-cck. '.Jhilr. this rccogr.izr.^ the 
need for limitations in 14{g) (2), it overlooks the fact a substantial r.uTj;r*r 
of investments m^y be disturbed by an unnecessary change in the five percent 
reporting threshold. If the reporting level were reduced from five to throe 
percent, the question is raised whether investors in that narrow category 
would choose to reduce their holdings rather than submit to the new reporting 
requirements. The resulting selling pattern might affect the current recovery 
•in our equity markets. One must also ask what typo of useful information would 
be produced by requiring reports from beneficial owners of between two and five

vestment in order to obtain a snali amount of intcrmation of little, if an/, 
interest to investor?. ,
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The Honorable Adlai Stevenson 
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I hope these comments will be hclpiui, and that you will let uc 
know if any other information might he useful.

• . • • Sincerely, •' * • ' '/• \
'

Walter D. Vinyard, Jr. 
. Counsel /
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STATEMENT BY THE NEW YORK STOCK EXCHANGE. INC. BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL FINANCE OF THE SENATE COMMITTEE

ON BriNKING, HOUSING,AND URBAN AFFAIRS ON S. 425
JULY 25, 1975

Introduction

The Mew York Stock Exchange has long been a proponent of free 

capital flows across national^botders and of initiatives that will 

encourage greater internationalization of caoital markets in the 

years ahead. We have on many occasions gone on record in favor of 

stimulating the flow of canital among nations and have recommended 

policies designed to stimulate international capital flows. The 

Exchange's Board of Directors has recommended adoption of policies 

designed to stimulate capital flows, such as the elimination of 

the withholding tax on interest and dividend income received from 

U.S. securities by foreigners.

The Exchange believes the unhampered movement of both direct 

and portfolio investment into the United States lias been advan 

tageous to this country, both in its favorable impact on the U.S. 

balance of payments and in the support it has provided for U.S. 

investment abroad. Moreover, the steadily increasing interdepen 

dence of nations in the areas of trade, investment and finance 

warrant a national commitment to a policy of free capital flows to 

the greatest degree consistent witli the national interest.

Last year, foreign interest in U.S. stocks waned considerably. 

In 1973, net purchases by foreigners of U.S. stocks and long-term 

bonds were reoorted at a record high of $4.7 billion, with net
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purchase? oC corporate stock alone reaching $2.8 billion. In 

sharp contrast, the 1974 figures shew that foreign interest in 

the U.S. securities markets tumbled sharply. During 1974, net 

foreign purchases of U.S. securities, excluding U.S. Government 

obligations, came to only $1.5 billion, with net purchases of 

stock amounting to barely more than $500 million.

The crucial long-term reason Cor encouraging foreign invest 

ment is a simple one: the domestic saving capacity of the economy 

may be insufficient to meet America's capital needs. This is the 

conclusion of a recent NYSE research report on the capital needs 

and saving potential of the l!.S. economy.

Exchange economists foresee this capital shortfall amounting 

to just under $650 billion over the 1974-85 period. The Exchange 

is not alone in focusing on the enormous financing needs facing 

this nation. Studies undertaken by the economic research depart 

ments of the General Electric Company, the Metropolitan Life 

Irtsurance Company and Chase Manhattan Bunk, confirm that there 

will be a capital shortage in the years ahead. These conclusions 

are further buttressed by an Atlantic Council report on financing 

energy supply ant] use. Sonic- y.tiuiie.s .-ire even predict inc, a short 

fall considerably higher than that anticipate'] by the NYSE.

A shortfall in savings in this country will re-suit in a 

diminished rate of growth, exacerbating current economic problems.
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Reduced productive capacity will have a particularly adverse impact 

on U.S. export industries, reducing their competitiveness in world 

markets. Social and economic inequities could arise, as economic 

growth -- the main vehicle of social progress -- slows to a snail's 

pace.

Today, there is considerable concern over the prospect of 

massive, concentrated foreign investment that could lead to con 

trol of major, vita",. U.S. industries. The OPEC nations have 

recently been the central focus of this concern, since their 

sudden accumulation of vasu amounts of investable funds could 

theoretically enable them to buy large parts of U.S. industry 

and thereby might subject this nation's economic destiny to 

control by outsiders.

In 1974, the distribution of OPEC surplus funds was not con 

centrated in any particular country. Much less oi] money entered 

the U.S. than had been predicted. Indeed, as the year progressed, 

the proportion of OPEC funds placed in this country actually 

diminished. Of the total OPEC surplus of $55 billion, only about 

$11 billion entered the U.S. Of the $11 billion, less than $1 

billion was placed in real property and corporate equities. Thus, 

the initial alarm about vast OPEC control of U.S. industry appears 

to be unfounded.
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The Need for Foreign Capital

The United States must not turn its back on foreign capital. 

Other countries offer attractive investment opportunities for for 

eign funds, and today, the U.S. is competing with those other 

nations for whatever investment funds may be available. As the 

figures for last year demonstrate, foreign investors can and are 

channeling much of their funds into other markets. If too many 

obstacles are put in the path of foreign investment in the U.S., 

such funds will simply be diverted elsewhere.

Clearly, one of the ways«to help overcome ar deficiency in 

domestic savings is to stimulate foreign investment. Foreign 

capital inflows would help put the full productive capacity of the 

country to work, creating additional jobs and economic opportuni 

ties. 

Foreign Investment by U.S. Corporations

For years, U.S. official and private sources have maintained 

that American investment abroad has been instrumental in recon 

structing the European economy, as well as stimulating the growth 

of the developing nations. Few other economic factors have been 

as crucial to upgrading the world's standard of living as invest 

ments abroad by U.S. corporations.

Given the far greater amount of U.S. investment abroad than 

foreign direct investment in this country, it would be somewhat

58-527 0-75-24
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awkward for this country to impede foreign investment here. Ac 

cording to Commerce Department estimates, the total book value of 

foreign investment in the U.S. increased steadily over the pffjt 

uecade from $7.6 billion in 1962 to about $20 billion in 1974. 

Nevertheless, U.S. foreign direct investment has been far greater, 

increasing from a book value of $37.2 billion in 1962 to about 

$120 billion in 1974. Thus, U.S. direct investment abroad is 

about six times greater than foreign investment in this country.

The larger that foreign investments become in this country, 

the greater will be the concern of foreign investors with this 

country's economic health. It is unlikely that foreigners would 

initiate policies which might undermine their own investments or 

invite retaliatory action.

With relatively few exceptions, the U.S. has not discriminated 

betwern investment from foreign and domestic sources. The foreign 

investment community is aware of and undoubtedly understands the 

need for existing restrictions on foreign investments in certain 

sensitive areas of the economy. These areas include communication, 

transnortation, atomic entrgv. and puolic lands. Various legal 

barriers to foreign investment also apply under the antitrust pro 

visions of the Sherman, Clayton, and Robinson-Patman Acts. At a 

time when unemployment and capital shortage considerations are of 

great importance, the existing restrictions would seem to be suf 

ficient to safeguard vital U.S. interests.
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Government Review of Foreign Investment

The various government agencies interested in foreign invest 

ment have undertaken a three part program to review, coordinate, 

and supplement the existing data on foreign investment in the U.S. 

Phase one of this project, a review of the data currently supplied 

by foreign investors, has recently been completed. Indeed, the 

Council on International Ecor ic Policy and the Office of Manage 

ment and Budget have combined their efforts to publish an excellent 

document entitled "United States Government Data Collection with 

Respect to Foreign Investment in the United States." This docu 

ment reviews and describes the U.S. data collection and dissemina 

tion activities with respect to foreign investment and shows that 

present requirements are more extensive than is commonly known.

Efforts to coordinate and centralize the information on foreign 

. investment are presently underway and are expected to be completed 

in the near future. Once this is done, the gaps in the existing 

data can.be effectively determined and steps can be taken to obtain 

any missing information. In addition, the SEC review of corporate 

takeovers and acquisitions, along with the related subject of 

nominees and beneficial owners, should be completed in the ne.ir 

future.

The President has recently authorized the creation of a Com 

mittee on Foreign Investment in the United States. It will be 

this Committee's responsibility to monitor foreign investment in
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the United States, both direct and portfolio, and to coordinate the
/ 

Implementation of United States policy on such investment.

The work of these agencies and committees should prove extremely 

helpful in formulating what additional Information on foreign In 

vestment is required and what t if any, legislative actions are nec 

essary. We believe that action on any pending legislation should 

be held in abeyance until the work of these bodies has been completed. 

Discriminatory Economic Practices

The Exchange recognizes the seriousness of the use of eco 

nomic sanctions, specifically boycotts, as a means to political 

ends. We applaud those companies who have resisted being used as 

pawns in such practices. It is extremely Important that U.S. cor 

porations be precluded from participating in boycotts, regardless 

of their ownership.

It is obvious that any discussion of economic boycotts centers 

around recently publicized Arab efforts to apply such sanctions 

against companies contributing to the economic and defense capa 

bilities of Israel. While there is little evidence of discrimina 

tory practices by U.S. companies under Arab control, there has 

been some indication that a few U.S. owned corporations succumbed 

to Arab boycott demands.

We do not believe that preventing foreign participation in the 

ownership ot' U.S. corporations will solve the problem of discrimi 

natory economic practices. It is important to devise a method to
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Insure that discriminatory practices are not imported along with 

foreign capital; however, it is just as important to insure that 

domestically owned corporations do not participate in such 

activities.

We believe the focus of legislation designed to prevent the 

use of economic sanctions should not be solely on the limitation 

of foreign capital inflows. It is more important to make it uncom 

fortable for any U.S. company, regardless of ownership, to engage 

in discriminatory practices. 

S. 425 -- Sections 3 aid 4

When the Exchange testified on S.425 last March, we voiced 

our support of the proposed amendments to paragraph (1) of sub 

section 13(d) of the 1934 Act contained in Section 3(a) of S.425. 

Persons reporting under this subsection would be required to disclose 

their residence and nationality and, in addition, to file finan 

cial statements and information regarding the identity of any 

person who possesses sole or shared voting rights evidenced by 

the equity securities so acquired. At that time, however, we 

also stated our belief that several provisions of S.425 could 

prove detrimental to U.S. interests. We still believe this 

IB so.

Section 3(b) of S.425 would require prior notification and 

Presidential approval for foreign purchases exceeding 5% 

of the stock of a U.S. company. It would seem more appropriate
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for an investor to know what he can do prior to making his commit 

ments. The review procedure outlined in Section 3(b) will create 

uncertainty in the minds of foreign investors over whether the 

U.S. really welcomes foreign investment. As past history has dem 

onstrated time and again, investors avoid countries or projects 

that increase the risk or uncertainty of their investment deci 

sions .

Basically, we believe that it is in this country's interest 

to retain an open door policy with respect to foreign investment. 

This belief is also shared by many Senators, Congressmen, and the 

Administration. However, every nation has the right to protect 

its national security and foreign policy as well as maintain 

effective control over its economic environment.

Clearly, those companies and industries considered sensitive 

for this country's national security should be controlled by U.S. 

citizens. At the same time, many companies are involved in eco 

nomic activities which are not critical to U.S. national defense 

or security. For these companies, existing regulations and re 

quirements, such as those contained in Sections 13, 14 and 16 of 

the Securities Exchange Act of 1934, pertaining to disclosure, are 

sufficient. Such regulations should be reviewed if there is con 

cern over enforcement and compliance with them.

To balance the two goals of preserving national security and 

economic independence and attracting sorely needed foreign capital,
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it might be useful to have appropriate governmental agencies pre 

pare a list of those companies or'sectors in which substantial 

foreign investment might have to be approved. In this manner, 

large potential foreign investors would learn beforehand that 

their investment may be subject to governmental review. This pro 

cedure would be fairer to both the company and investor than a 

Presidential review of all foreign investments exceeding 57= of a

U.S. company.
i

It might be interesting to know what other countries are 

doing with regard to foreign investment. According to a recent 

issue of U.S. News & World Report. West German officials are 

drawing up a list of 700 companies which are too important to 

be controlled by foreigners. The Economist reports that any 

foreign investment of 20% or more in a French company must obtain 

the approval of the French Ministry of Finance. It would appear 

reasonable to request foreigners planning "substantial' 7 invest 

ments in this nation to consult beforehand with the appropriate 

governmental bodies. Naturally, if a particular foreign irvest- 

ment is considered harmful to the national interest, steps could 

be taken to block the investment.

With changes in tha 1934 Act as specified by Section 3(a) of 

S.425, a sharply improved monitoring device on foreign investment 

in this country vill be available. Information as to the nation 

ality and address of 5% shareholders will enable governmental
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agencies to "flag" substantial foreign investments in publicly 

held companies. This will allow all interested parties to keep 

track of trends in foreign investment into this country.

Section 4 of the bill sets forth a new subsection, 14(g), of 

the Exchange Act. In gen-ral, this subsection provides for the 

identification of all beneficial owners of the equity securities 

of so-called "13(d) companies".

In fact', we are not unfamiliar with the issues relating to
i

this topic. On two recent occasions, the Exchange has availed 

itself of the opportunity to express publicly its views regarding 

the proposal that brokerage firms holding stock in "street name" 

and banks and trust departments holding stock in nominee form 

should be required to furnish issuers with the names of their 

customers (i.e., beneficial owners).

As you will note in the enclosed letter to the Securities and 

Exchange Commission dated December 31, 1974 (Exhibit A), our first 

such public expression involved the submission of written comments 

in connection with the Commission's public investigatory proceedings 

in the matter of Beneficial OXfnership, Takeovers and Acquisitions 

by Foreign and Domestic Persons regarding its review of the so- 

called "Williams Act." In this document, the Exchange reiterated 

its continuing support for the regulatory scheme envisioned under 

subsections 13(d) and 14(d) of the Exchange Act, although we were 

troubled by a proposal similar in nature to Section 4 of S. 425

L).'«.t» (.-'•'•'
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which, as we pointed out, would creat? a host of operational prob 

lems for banks, transfer agents and brokerage firms. The Exchange 

suggested further that constructive changes in the area of share 

holder communications could most effectively be achieved through 

the identification of improvements within the existing dissemina 

tion mechanisms which have evolved, in large part, pursuant to 

Exchaoje Rul?s.

Additionally, on March 6, 1975, Kr. John E. Leslie, Chairman 
>

of the Exchange's Advisory Comtsit«ee on International Capital

Markets as well as Chairman and Chief Executive Officer of Bache

& Co. Inc., presented the Exchange's views regarding the "Foreign

Investment Act of 1975" before the Senate's Subcommittee on

Securities.

"Beneficial Ownership" -- Operational Considerations

Insofar as the thrust of S.425 is concerned with corporate 

control, we believe that the disclosure requirements provided for 

in subsection 13(d) are adequate for that objective. In our judg 

ment, the provisions of th proposed new subsection 14(g) do not 

relate directly to the primary purpose of S.425.

Further, the proposed new subsection 14(g) could drastically 

affect the practice of having stocks registered in bank or broker 

name. The chief purpose of such registration has been, at times, 

misconstrued. It is not. meant to conceal the names of beneficial 

owners from issuers. Rather, it is a practical means of providing
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shareholders with certain services and benefits. The classic 

situation, of course, is the margin customer to whom the broker 

provides a portion of the funds used to purchase and carry secu 

rities. As a matter of standard business practice, the broker 

protects himself by having the securities registered in his own 

name with the benefits of ownership accruing to the customer. 

In addition, many customers elect, of their own accord and as a

matter of convenience, to leave their fully-paid securities regis-
\

tared in the names of their brokers. In these cases, the broker 

maintains custody of the security and insures prompt collection 

of dividends for his customer.

Under Section 4, shareholder lists would begin to become out 

dated almost immediately upon publication because they would not 

reflect subsequent purchases and sales. That factor alone would 

obviate their usefulness to corporations in fulfilling shareholder 

communication requirements under Exchange rules and under the 

federal securities laws. For reliable records, corporations would 

still have to turn to brokers and other nominee holders to transmit 

such shareholder communications as annual reports, proxy material, 

and dividends. Because SEC Rules 14(a)-3 and 14(c)-7 already re 

quire issuers to transmit such material to beneficial owners 

through the shareholders-of-record, we feel that adoption of Section 

4 would not really facilitate shareholder communications.
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In fact, if the Section were adopted, a situation could arise 

where all stock now registered in bank or broker name would, as a 

practical matter, be registered directly in the names of the indi 

vidual owners. That is the only way in which an ongoing, accurate 

list of shareho'ders could be maintained by the issuer. We contend 

that su-h an eventuality would be detrimental to the shareholder 

and to all concerned. The concept of margin accounts, in spite of

the many benefits they afford, could well be jeopardized. Along
»

with each certificate in a margin account, brc'.-ars would have to 

maintain a written stock puwer -- a doubling of paperwork. In 

addition, the purpose of the Depository Trust Company (DTC) -- 

automated bookkeeping transfers of securities -- would be seriously 

set back because individually registered stock is not eligible for 

deposit in DTC. We would nave to return to physical delivery of 

certificates between brokers iu settling contracts -- a procedure 

that the Congress, the SEC, and the industry have been working to 

eliminate. _

Indeed, our most obvious objection to the Section is one of . 

operational considerations --• for both the broker and the issuer. 

At present, more than 350 New York Stock Exchange member firms 

hold stock in their names Co; beneficial owners. Each company 

could expect to receive 350 (annual) to 1,400 (quarterly) lists 

a year from brokers alone, and that numbar would have to be added 

to the lists of the thousands of nominee names. Furthermore,
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all of the brokers' lists would have to be sent to Iroth issuers 

directly and to DTC for recompilation and transmittal to issuers. 

Thus, by the time a company received and put them into working 

order, the lists would be c'jsoi-te.

Of even greater consequence co the brokerage irdustry, how 

ever, is the enormous amount of paperwork and expense that would 

be required in supplying such lists. Assuming about 8,500 com 

panies would receive lists of beneficial owners, each brpker would 

prepare and transmit from 8,500 to 34,000 of these lists each year. 

We have nc ™»t attempted to calculate the expense of such an 

effort. These numbers speak for themselves. In short, the opera 

tional nightmare that would be created for broker." by these lists 

would far outweigh any value they might provide to companies re 

ceiving them. 

Section 4 in Light of S. 249

We further believe that the proceedings relative to Section 4 

of S. 425 are premature in light of new subsection (m) of Sectior 12 

of the Exchange Act, which became law pursuant to the enactment of 

the Securities Acts Amendments of 1975. Subsection (m) authorizes 

the Commission to study the practice of recording the ownership of 

securities in the records of the issuer in other than the name of 

the beneficial owner of such securities.- Basically, our primary

— Subsection (m) also raises a question whether communications 
can be facilitated between issuers and beneficial owners, 
while retaining the benefits of such practice. The Exchange 
maintains that the issue of record ownership and the question 
of shareholder communications are key items inextricably 
linked to the subject matter of Section 4 of S. 425.
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concern at this time has to do with the method by which the Impor 

tant Issues relating to Section 4 will be determined. In this re 

gard, we submit that the Congressional mandate contained In the 

1975 Act establishes a straightforward and logical approach to the 

proposal at hand. The Exchange feels that the Congress, bv autho 

rizing and directing the Commission to make a study and to report 

both preliminary findings and final conclusions within specified

time frames, has created a central clearing house (with respect to
<

Section 4 of S. 425 and other related issues) for in-depth con 

structive analysis. Accordingly, we respectfully urge the Sub 

committee to consider, during the course of its deliberations, 

what appears to be most obvious and particularly critical — that 

any legislation proposed prior to the tolling of the above-mentioned 

time frames, which relates, directly or indirectly, to the areas 

of concentration specified in subsection (m), may tend to frustrate 

the statutory requirement that a study be made by the Commission 

in advance of its reporting final conclusions and recommendations. 

SEC Release No. 11243

Finally, the Exchange suggests that the Subcommittee should 

consider the relevance of the Securities Exchange Act of 1934 

Release No. 11243 dated February 13, 1975 (Exhibit B, attached) to 

the proposed legislation. In this Release, the Commission reempha- 

sized its concern t'iat proxy mater'ils and other Issuer comnunica- 

tions redch beneficial owners in a timely manner during the 1975
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proxy solicitation seasrn. The Release also indicated that inter 

ested persons (including the public) could send communications 

regarding complaints with respect to the dissemination process to 

Mr. Lee A. Pickard, Director, Division of Market Regulation, at 

the Commission, bearing the File No. S7-552.

Inasmuch as the Exchange has noted rhat certain interested 

persons have asserted in several public forums that the practice

of holding equity securities in "street name" and nominee form has 
i

created widespread shareholder communications problems, we re 

viewed File No. S7-552 on May 21, 1975. Based upon an analysis of 

•the File at that time which. Incidentally, contained fewer than 

10 communicate *s, it is the position of the Exchange that such 

assertions are completely without foundation.— Thus, to the ex 

tent that the far-reaching and costly reporting requirements of 

Section 4 have been designed to remedy operational breakdowns, the 

Exchange categorically believes that they are unreasonably burden 

some; and, further, that the adoption ana implementation of such 

requirements would be clearly inappropriate under any analytical 

standards.

During the course of arriving at its position, the Exchange 
gave significant weight to the fact that the File cited only 
six problem incidents in comparison to the hundreds of thousands 
of annual reports and proxy statements regularly transmitted.
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Conclusion

The thrust of S. 425 is to clarify the facts of corporate 

control. Section 3 (a) of S. 425 contains amendments to Section 

13 (d) of the Securities Exchange Act of 1934 and would provide for 

disclosure at a level of ownership which adequately addresses this 

objective. Corporations are entitled to have detailed information 

about investors holding more than 5% of a company's equity.

We believe that Section 3(b) of S. 425 would neither serve to

protect national security nor encourage sorely needed foreign
I

investment. A Presidential review of every foreign investment ex-
I

ceeding 57. of a U.5. company is inappropriate. There are other 

means of protecting this nation's security and economic indepen 

dence while assuring foreign investors that their funds are welcome. 

Finally, Section '; of the bill does not really help to achieve 

the bill's primary intent. It is not necessary for issuing corpo 

rations to know the identity of all, ^nclMding the smallest, bene 

ficial owner. While issuers would derive little benefit from such 

information, the complete disclosure of the names of every bene 

ficial owner would create monumental problems for the brokerage 

industry. We believe th-it any specific inquiries regarding the 

reporting of beneficial ownership should be determined pursuant to 

the Congressional mandate set forth in the Securities Acts Amend 

ments of 1975-



380

EXHIBIT A

THI5-"-

Mr. George A. fltzslmmons December 31, 1974
Secretary
Securities and Exchange

Commission 
500 North Capitol Street 
•Washington. D.C. 20S49

.Re: Public Fact-Finding Investigation In The Matter Of Beneficial
Ownership, Takeovers And Acquisitions By. Foreign And Domestic 

. Persons (File No. 4-175)___________"••' •____________
Dear Mr. Fitzsimmons: ": ' •-••'•'•

Pursuant to the procedures set forth in the Securities Act of 1933 
Release No. 5526 dated September 9, 1974, the New York Stock 
Exchange, Inc. (Exchange) hereby submits specific written comments 
of its views concerning certain general topics and specific inquiries 
being examined by the Commission during the course of the proceedings 
.in connection with the above-captioned investigation.

Initially, I would like to state that the Exchange appreciates being 
. afforded the opportunity to participate in the instant proceedings. 
While the "Williams Act" and the amendments thereto have had a 
positive impact on our markets since their enactment in 1963 and in 
1970, respectively; nevertheless, the Exchange recognizes that there 
are certain questions regarding the provisions of the statute and the 
rules and regulations adopted thereunder. Therefore, we believe that 
a comprehensive review of the regulatory scheme established by the 
"Williams Act." is both appropriate and in the public interest at this 
time. Indeed, the Exchange supports the Commission's efforts to 
identify improvement opportunities in connection with the disclosure 
of securities transactions.

Regarding the substantive content of this letter, please be advised 
that it ifi the intention of the Exchange to limit Us submission of facts 
to the following issues: communications between issuers and the 
beneficial owners of their securities; the definition of the term 
"beneficial owner" for the purposes of subsections 13(d) and M(d) 
of the Securities Exchange Act of 1334; and disclosure and other 
requirements in connection with tender offers. Each of the afore 
mentioned issues and the comments of the Exchange with respect 
thereto arc set forth below.

• . ******************************
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*
Communications Between Issuers And The Beneficial Owners Off 
Their Securities ______ __ _____ __^__ ___ _ _____ .

The Exchange has reviewed the testimony which certain interested 
persons have given &t the Commission's hearings with respect to 
the above-mentioned matter. In view of the fact that certain statements 
contained in that testimony have placed in issue the efficacy of the 
Exchange rules relating to the transmission of proxy and other
material by our member organizations, the Exchange would like 
to set forth herein its comments regarding the existing mechanisms 
«nd policies which have been established pursuant to such rules. .

.Additionally, the Exchange deems it appropriate at this time to 
comment with respect to the question of the adoption of alternative 
proxy transmission systems in connection with stock held in "street

• Very simply, the Exchange encourages broad communications with 
shareholders on the part of its listed companies. With respect to

: stock held in "street izme" , Rules 450-460 and Rule 465 of the 
Board of Directors of the Exchange have been adopted to facilitate 
communications involving the transmission of proxy and other 
material to beneficial owners. The above-mentioned rules also
•pell out how a member organization must solicit proxies to 
Insure votes. It is noteworthy that these rules apply to members

•.for unlisted as well as listed securities.

From an interpretive standpoint these rules are fairly straight 
forward. We believe, however, that the important question is
•whether or no1, they are being properly followed. In this regard, 
the Exchange submits for the Commission's information and review
• nine-page document entitled Proxy Check List (Exhibit I attached 
hereto). Completion of this document by Exchange examiners is 

.now standard procedure during the course of each Regular Examination 
of the operations of an Exchange member organization. Its utilization 
is intended to guarantee adherence to the Exchange proxy rules and, 
as a consequence thereof, to contribute to the maintenance of the 
highest standards of performance in connection with the 
transmission of proxy and other material to beneficial owners.

Moreover, in reviewing the record of the hearings we note that 
certain witnesses have suggested that issuers as well as brokers 
experience difficulties in meeting performance requirements. 
W« have taken particular note of the statistical information 
developed by the American Society of Corporate Secretaries, Inc. 
(Society) in its publication entitled 197-1 Corporate Communications 
"which the Securities Industry Association introauccu into Uie 
record of the proceedings on December 10. 1974. Certain facts 
contained therein strongly suggest that publicly-owned companies 
must also strive to improve their operational methods in connection 
with the transmission of proxy and other material to shareholders.

s«-ss7 o - 7s. as
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In a further effort to achieve the highest standard of corporate 
communications, the Exchange, in conjunction with other 
organizations, has established an Ad Hoc Committee To Improve 
Proxy Solicitations (Exhibit II attached hereto lists the members
•of the Committee). One of its primary functions is to guarantee 
that all the parties involved in proxy solicitations are fully aware 
of their respective duties and responsibilities. The Committee, 
which meets on a regular basis, is committed to identifying and 
implementing operational improvements- The mailing of the Manual 
mentioned below to Exchange. Amex and st »ral hundred OTC listed,

•companies is one example of the Committee's recent activities. It
•Is our opinion that the Committee's efforts illustrate both a practical 
. and a constructive approach to the resolution of problems with 
respect to shareholder communications.

Additionally, the Society has published a booklet entitled Manual_ 
For Proxv Solicitation Of Stock In Brokers' Names which~3eZiheat.es 
the s pec me Junctions invoivect in the dissemination of prosy material 
to beneficial owners. It is the Exchange's understanding that this 
publication has already been marked into the record of the proceedings. 

" Nonetheless, a copy of the publication is attached hereto (Exhibit III). 
As you will note, both the private sector and the brokerage industry 
contributed to the compilation of the Manual. In any event, the Exchange 
beltcveo that If both brokers and issuers were to adhere to the

• guidelines set forth therein, the degree of, cobesiveneos desired 
by all interested parties would be achieved.

• While standards of performance and the continuing ability to meet 
such standards are important considerations in evaluating the 
efficacy of the Exchange proxy rules, the fundamental issue 
would appear to be whether the existing transmission system is 
workable from an analytical standpoint. Having considered the 
problems experienced by persons operating under the current 
system, particularly those difficulties expressed by certain 
interested persons who have given testimony at the Commission's 
hearings on this subject, the Exchange is inclined to conclude 
that such problems do not stem from an inherently unsound 
system; rather, it would appear that they tre generally relatrd to 
procedural breakdowns stemming from a misunderstanding of 
certain acceptable policies and guidelines. Therefore, it is the 
opinion of the Exchange that the dissemination mechanisms 
established pursuant to the Exchange proxy rules are effective. 
Accordingly, the Exchange hereby respectfully suggests that the 
Commission should decline to issue any rule or rules which would 
have the effect of implementing an alternative system with respect 
to the transmission of proxy and other material in connection with 
stock held in "street name . Further, we recommend that all 
interested parties should intensify their efforts to improve perform 
ance under the existing mechanisms.
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FfniiUy, the Exchange would like to state several additional relevant 
points in connection with this matter. In particular, we feel compelled 
to comment regarding the recommendation that brokerage firms 
bolding stock in "street name" and banks and trust departments 
hold_ng stock in nominee form shoi'ld be required to furnish issuers 
•with the names of their customers (i, e., beneficial owners) if 
puch customers consent to giving up their anonymity. The stated 
objective of the recommendation is to enable issuers to mail proxy 
material, annual reports, etc., directly to shareholders. For 
the reasons stated below, the Exchange is not in agreement with such 
a recommendation.

.Participants, brokers, banks and issuers, would encounter 
apparently excessive, and possibly prohibitive, cost factors 
(hiring the course of developing and maintaining appropriate 
systems to implement the recommendation.

. As it is reasonable to assume that not all beneficial owners 
• would consent to direct mailings, participants would be 

required to retain the existing mechanism and, at the same 
time, to implement anew one. Thus, operational problems 
would more than likely be increased. Clearly, such a 
development would not be in the best interests of the 
investing public.

« Unfair competition would emerge between brokerage firms and 
banks it the Commission were to take steps to implement the 
recommendation while the Comptroller of the Currency declined 
to do so, • '

• Insofar as a brokerage firm's list of customers is concerned, 
it is argued that such a list is a valuable corporate asset. Under 
the proposed recommendation it would appear thiu such an asset 
could not be adequately protected.

. To the extent that a beneficial owner is requested to give 
wp his anonymity, he will be incline ci to elect to hold stock 
in his own name. We submit that activity of this type will 
disrupt industry efforts to immobilize stock certificates,

. Major operational breakdowns would also occur as the result 
Of variances in mailing and record maintenance techniques 
Utilized by brokers and issuers" transfer agents who maintain 
advanced automated systems.
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i

The Definition Of The Term "Beneficial Owner" For The Purpose* 
Of Subsections 13(d) and H(d) Of The Securities Exchange Act 
Of 1934______________________________________
The Exchange is aware that there have been varying opinions handed 
down regarding this issue in judicial decisions and Congressional 
reports which have tended to obfuscate the meaning of ''beneficial 
owner". Naturally, the objectives of the provisions of the sub 
sections may be frustrated if the concept of the term is unclear. 
Accordingly, the Exchange takes a position in favor of clarifying 
the meaning of the term beneficial owner". However, based in 
part on the fact that the adoption of a definition of "beneficial owner" 
may tend to invite evasion of the reporting requirements envisioned 
under the "Williams Act", we believe that the term should be 
clarified by means of flexible published guidelines rather than 
toy definition. Moreover, such guidelines should be developed 
pursuant to the legislative intent of the Act and in relation to 
considerations which take into account, the rights, privileges and 
protectioris of the public and those persons required to file disclosure 
statements.

DiscloBuri A. id Other Requirements In Connection With Tender 
Offers_______________________;_________
The Exchange commends and andors^s the efforts of the Commission 
in conducting the instant Investigation regarding the above- 
mentioned topic. Disclosure to stockholders of events which 
may affect investment decisions is and has been for many years 
a primary object of Exchange policy. We consider timely disclosure 
SO vital to the fair operation of a securities market that our rules
•nd procedures subject listed companies to disclosure requirements 
that are a* stringent as those contained in the federal or state

•• ••curities laws.
In the context of this discussion, the Exchange would like to express 
the following basic tenets which, in its view, should serve as underlying 
principles in determining whether to adopt or amend rules, regulations 
and forms relating to disclosure and other requirements in connection 
with tender offers.

1. Under any and all circumstances the public should be 
abJe to make reasoned investment dcscisions.

1, Regulations relating to tender offer transactions should 
be implemented without disrupting important market 
procedures which have been demonstrated to be 
workable and in the public interest.
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3. Most importantly, persons who make or are affected 
by tender offer transactions should be able to make 
decisions arid to conduct their respective business 
and investment activities on a basis that is fair and 
equitable. . .

The Exchange would also like to take this opportunity to propose 
a change with respect, to subsection 14{d) (5) of the Exchange Act. 
It is hereby suggested that the current minimum duration of 
seven days be extended to ten. This would bring the provision 
In line with Exchange policy and provide more adequate protection 
:for investors. • •

In conclusion, again, the Exchange would like to thank the 
Commission for the opportunity to present its views. Furthermore, 
it is our understanding that this proceeding is essentially a fact- 
finding effort and that any rules or amendments developed as a 
result thereof will be proposed for issuance by the Commission 
in a separate proceeding in which interested persons will be 
afforded the opportunity to participate. In this regard, we look 
forward with interest to your continuing efforts with respect to 
these very important issues. . . '•

Very truly yours,

James E. Buck 
Secretary

Enclosures

S8-527 O - 15 - 26
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PROXY CHECK LIST

er Organization:__________________ Examiner:
Pate:

LE 450 RESTRICTION ON GTVING OF PROXIES

NO MEMBER ORGANIZATION SHALL GIVE OR AUTHORIZE THE GIVING 
A PROXY TO VOTE STOCK REGISTERED IN ITS NAME, OR IN THE NAME OF 

S NOMINEE, EXCEPT AS REQUIRED OR PERMITTED UNDER THE PROVISIONS 
RULE 452 UNLESS SUCH MEMBER ORGANIZATION' IS THE BENEFICIAL OWNER 
SUCH STOCK.

LE 451:

Does member -/rgr.lization transmit to beneftcial owners 
of. stock all of the material furnished by proxy solicitor?

Are the beneficial owners made aware of the following 
conditions if they fail to furnish voting instructions:

A. Record holder may -ote the proxy, if instructions 
from beneficial owners have not been received by 
the 10th day before the reacting date, and proxy 
jnaterial had been sent to the beneficial owner 
"at least 15 davs before the meeting date?

• B. Record holder may vote proxy IS days before 
meeting date if proxy material had been sent 
to beneficial owners 25 davs or more before the 
meeting date?

If member organisation transmits signed proxies to 
the beneficial owners are the following provisions 
met:

A. Signed proxy mist indicate number of si ires held 
• for the beneficial owner, and carry a syn. ->1 or 
code number identifying the proxy records -f the 
member organization?

B. Beneficial owners must also receive a letter 
requesting completion of the proxy, and giving 
instructions to forward completed proxy to the 
solicitor?

(NOTE1 ; This rv\s shall not apply to beneficial owners outside 
the United States).
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Are beneficial owners furnished with annual reports 
under the same conditions as those applying to proxy 
soliciting material? • •

£ 4S1.jp (Does not refer to signed proxies)

Are beneficial owners fum'«hed with letters requesting 
voting instructions and giving the following information:

A. Broker may vote on all proposals without in 
structions from beneficial owner?

B. Broker may not vote on any proposals without 
instructions from beneficial owner?

C. Broker may vote -m certain but not all of the
proposals without instructions from the beneficial 

. -owner? . ' ..

IE A51.30 '••..'

If the member organization furnishes beneficial owner 
with signed proxies, is the following accomplished:

•A. Company or proxy solicitor is notified of the 
number of proxies sent, the identifying numbers, 
and the shares represented by such proxies?

B. Follow up requests sent to beneficial owners 
•t the request of the solicitor?

C. Kecurds kept showing: •

1. Date of receipt of proxy material front 
.company or solicitor?

2. Names of customers furnished proxy 
wtterial and date of mailing?

3. Number of shares covered by each proxy? 

4> Code n'lrober of each proxy?

bur
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'/Sl. 40

[£ signed proxies are transmitted Co beneficial owners, are 
Letters also furnished indicating:

A. Proxy contains no proposals to be voted on? 

B. Proxy contains proposals to be voted on?

451.50 ' . '• :.'•:'•'••'; .'.'•.-.•.

Is first class mail used to forward proxy material 
or signed proxies?

'.60

Does member organization furnish proxy material to 
beneficial owner, even though such owner does not 
want- material? . ;

: 451.70 . . ; '

Does member organization furnish proxy material to 
beneficial owners outside the Unit».d States even 
though this is not required? • .

! 451.80 ' . ' ' .

If member organization is out-of-town or non-clearing 
with securities held in an omnibus account, do they 
benr the responsibility for transmitting proxy material 
to beneficial owners, and do they keep, the proper 
.records? ' •

£ 451.90

, Are the following charges made by member organizations for 
proxy solicitation?

50e fo-. each set of proxy material for those meetings that 
do not include a proposal which requires beneficial 
owner instructions, plus postage, with a minimum of 
$3.00 for all sets mailed;

' 60c for each sot of proxy material for those meetings which
include a proposal requiring beneficial owner instructions, 
plus postage, with a minimum of $3.00 for all sets mailed;

10f for each copy, plus postage, for interim reports or other 
irmfM-i .•>•). with no minimum.

BEST COPY AVAILABLE
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S 452

Ts the meraber organization familiar with the procedure 
for giving a proxy to vote stock in the absence of in 
structions from the beneficial owner, specifically,

•A. Person giving proxy must have no knovl2dge 
of "my contest to action at the meeting?

B. Any action is adequately disclosed to stock 
holders?

C. Action does not include authorization for a 
merger, consolidation or any other matter

-. affecting rights or privileges"of stock?

If member organization has any stock in its 
possession or control registered in the name oT 
another member organization does it:

. A. JTorward to 2nd member organization any voting 
instructions received from beneficial owner?

B. Hotify 2nd member organization of non-receipt 
of voting instructions?

C. Request from 2nd member organization the 
amount of signed proxies, if necessary?

; 452,11 • ' . ' .

Does the member organization use the information concerning 
stockholders' meetings and giving of proxies as published 
In the N.Y.S.E. Inc. Weekly Bulletin? .

Ts the member organization familiar with the eighteen 
(18) restrictions outlined in this rule, that prevent 
giving a proxy to vote without instructions from the 
beneficial owner? (Please refer to following page 4A).

452.12

If a member organization, in the absence of in 
structions, votes a proxy containing discretionary 
and non-discretiop.nry proposals, does it cross out 
non-discretionary portion of proxy?

BEST CG?K AVAILABLE
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r.ulc452.11

Generally speaking, a member organization may not give a proxy to vote 
thout in;lriic(ioiis from beneficial owners when the nintlcr to 1'C voted upon:

(1) is not submitted to stockholders liy means of a prosy .statement 
• coinp.irnblc to tliat specified in Schedule'M-A of the Securities and 

Exchange Commission;.
(2) is the subject of a counter-solicitation, or is part of a proposal 

made by a stockholder which is being opposed by management (i.e., a 
contest);

(3) relates lo a merger or consolidation (except when the company's 
proposal is to merge with il.s own wholly owned subsidi.'.ry, provided 
its shareholders dissenting thereto do not have rights of appraisal);

(4) involves right of appraisal;
(5) authorizes mortgaging of property;
(6) anthorizr* or creates indebtedness or increases the authorized 

amount of indebtedness;
(7) aulhori/c; or creates a preferred stock or increases the authorized 

amour.! of.an existing preferred slock; •
(S) alters I lie terms or conditions of existing stock or indebtedness;
(9) involves waiver or modification of preemptive rights (except

when the comjviny's proposal is to waive such rights \viih respect to
: shares bcin;: offered-pursuant to stock option or purchase plans involving
i the additional issuance of not more than Sr/o of the company's outstanding
! common shares (see Item 12));

(10) changes existing quorum requirements with respect to stock 
holder n.cctir.gs; • ... '
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(11) alters vo'.injf provii.ions or the proportionate vo'.iis;* power of
r. slodc, or the number of its votes per share (except where ciur.uiativc
VrOJiii!,' proviMoii* p.overi. llic number of v-ics per share for election of.
directors ami the company's proposal involves a c'tange in the nur.sbcr

, of its directors In- not more than 10$b or not more than one);
(12) ar.ihnriKcs issuance of slock, or options to purchase stock, to 

directors, oliiccrs, or employees in an amount which exceeds 3jo of the 
total amount of the class outstanding;

(13) antliorir.es
a. a new profit-sharinjj or special remuncrnlioii plan, or a new

retirement plan, tlic animal cost of which will amount to me/re than
lO^o of average annual income l>cforc taxes for the preceding five
ycnis, or

. ' ' h. the amendment of an existing plan wltich would bring its 
•' ' cost above 10$J? of such averaijc annual income before taxes.

Exception may be m.iile in cases of
a. retirement plans based on agreement or negotiations with

Inbor unions (or which have hecn or fire to be approved by such
unions); ami

b, any related retirement plan for benefit of non-union trr.p'oyccs
having terms substantially equivalent to the terms oi suds uiiion-
nc};otialrd plan, which is submitted fnr action of stockholders con 
currently \vitli such uiiion-iH-ffoliatril plan;
(M) chanpes the pur|ii):;es or jiiuvcrs of a company to an cxtcr.t 

\vhicli would iHTinit it to cli::n:;e to a materially Oi!Yerc;;t liric of business 
and it is tin: company's stated hr.ciiiio;) to ir.".!:c such a c!;angc;

(15^ autlio:i/.es llic acf|uisiti{>n of property, assets, or a co:v.pa:iy, 
V.'hcre the contiilcr: 'ion to l)0 r;ivcn bar, a fair vnluc :ip;iro."ir.viliii^ 20;o 
or more of the man.ct value of the previously nntr.taiidi;vtt ihsrcs;

• (Ifi) authorizes the falc or othe.r disposition of assets or c.-.r::::i!j 
power sijiproxiinaii:^ 2Q r/o or nvire of those e::istin^ prior to tJ;c trnr.s-.ctior..

(17) avithori/.es a transaction not in the ordinary course of business 
in which an officer, director or substantial security holder has a direct or 
indirect interest;

(IS) reduces earned surplus by Sl',o or more, or reduces earned 
surplus to an amount less than the a,','# cg.Y.c of three years' co-.moa 
stock dividends computed at the current dividend rate.

r>rni
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?age 5.

tfter a contest has developed, does a member organi- 
Ition refrain from voting any other proxies except at 
Je direction of the beneficial owner.

J52.14 " '

£ a member organization gives a subsequent proxy, does
: clearly indicate that the proxy is in addition to,
% substitution tor, or in revocation of any prior proxy?

.52.15

re proxies given by member organization dated and 
learly show number of shares voted?

t a proxy is manually signed, is the name of the
•mber organization typed or rubber stamped on the proxy?

152,16

re the following proxy records maintained: . '

A. Date of receipt of proxy material from issuer 
or solicitor?

B. Names of customers to whom material is sent 
and date of mailing.

C. All voting instructions showing whether verbal 
or written?

D. Summary of proxies voted indicating total shares 
voted for each proposal, total shares voted 
against each proposal, total shares not voted 
on each proposal?

E. Verbal instructions to vote:

1. Date of receipt of instructions?

2. Name of recipient of instructions?

3. What instructions were received?

<•"".
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A 452.20

, Are the following records retained for not less than 3 
i years,, the first two years in an easily accessible place:

A. All proxy solicitation records?

B. Originals of communications received?

C. Copies of conuiunicatlons sent? .

453

. Do all proxies given by the meabtr organization clearly 
•indicate the actual number of shares voted?

LE A54

. 'Does the member organization transfer certificates of 
a listed stock to its own name or name of its nominee 
prior to taking a record of stockholders when so 
requested by the Exchange?

LE 456 . . ————

. Has the member organization within the last year
represented shareholders in making demands for changes 
.in management or company policies?

. If so, has member organization:

A. Received permission of such shareholders to 
wake such demands?

B. Filed with the Exchange information required
by Schedule B, where the company is unregistered?

LE 457

. Has the member organization engaged, alone or with 
others, within the last year in any of the following 
activities relating to a present or prospective 
proxy contest involving an unregistered company:
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/ "A. Requests more than 10 security holders to sign a
• proxy (other than normal transmission under Rule 451)7

B. Requests more than 10 security holders to vote for, 
or against, or abstain from voting on any proposal?

• C. Requests another security holder:

1. To Join in calling a meeting of security 
holders?

2. To join in litigation against an issuer?

3. To join or assist in the formation of a 
security holders' consax'tz<je?

D. Becomes a nominee for director?

E. Becomes a member of a security holders'
- committee or group?

F. Contributes funds toward the cost of a 
prospective or present proxy contest?

. If so, has member organization filed with the Exchange 
•Information required by Schedule B?

.E 458 . .

. -If the answers to question 28A and/or 28B are "yes", 
has the member organization also filed with the Exchange 
information required by Schedule A, and given a copy 
to each person of whom such request was made?

LE 458.10

. If the member organization intends to become active in 
a proxy contest involving a registered company are 
they aware:

A. That they may advise a customer on his unsolicited 
request hew to vote in a proxy contest, but if 
they volunteer the advice, the member organization 
nay have to file schedule 14-B with the SEC under 
regulation 240J4a-ll.
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459

If the member organization joins with any other person 
in activity referred to in question 28A and/or 28B 
are they aware that other person must:

' A. File with the Exchange Schedules A & B?

B. Give copy of information in Schedule A to each 
person of whom such request was made?

459.10

Is the member organization aware that all information 
filed with the Exchange in Schedules A & B is public 
Information?

:. 460. and 660.10

If a member or member organization specializes in the 
stock of a company are they aware of the following 
restrictions:

A. No member, officer, partner, firm, corporation, 
or employee shall participate in a proxy 
contest? •

B. Rone of the above shall be a director of the 
' company?

C. Cannot be in any control relationship with 
company?

D. Cannot accept a finder's fee from the company?

; 465 and ?.ULE 465._10

Does the member organization furnish beneficial 
owners with interim reports and other material 
furnished by companies, both listed and unlisted?

K 465.30 '.•-'•

Does member organization use a form of bill similar to the 
folloui.ng for expenses incurred in furnishing beneficial 
owners with proxy soliciting material, ainual reports, 
interim reports etc.
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JO Form of bDl to be used by member organizations.—

TO: ' DATE:

Ezp=n$is ir.cnrr:3 11 con 
nection triih i.:^Ilnc oi ' Wo. Se;j Sen-ice Poster 
fo'Jowi.-.; c:t»ul: Mailed Fee Eiprnsc

ANNUAL rtnronT 
PROXY SOLICITING MATERIAL
INTEHl.'.r nE?OIlT 
POST MCETIXG r.EFOXT 
STOCKHOLDSn LETTER 
OTHER:

Total 
Chaijes

FOR CORPORATION 
. RECORDS •
DATE PAID .
CMECK NO.

Motes to Examiner:

-J.) As a test check to determine whether member organisation 
. • properly solicits proxies and properly maintains records, 

re.fer to a past and recent copy o£ the New York Stock 
Exchange, Inc. "eekly bulletin. Pick three (3) securities 
where the meeting has been recently held and three (3) 
securities where the meeting date is scheduled shortly. 
In each of the groups of three, the following categories 
should be represented for the check:

A. Where member organization can vote entire proxy
without instructions under the "10 day rule". 

B. V7here member organ; zacion can vote portions of".
the proxy only upon receipt of instructions. 

. C. Vhere member organization cannot vote any portion . 
of the proxy without instructions.

2) Determine whether member organization is forwarding
proper voting instructions to Central Certificate Service 
on the shares held by CCS on record date.

.Y.S.E. INC. - Nov. 71 (Rev 2/72)
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PREPARED AS A JOINT REPORT OF 

THE FOLLOWING ORGANIZATIONS
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The American Stock Exchange, Inc. 

The National Association of Securities Dealers, Inc. 

The New York Stock Exchange, Inc. 

Securities Industry Association

January 1974

Extra copies may be ordered from the offices of any
of the above organizations. Price $1.00 per copy.

See page eleven for addresses.

BEST mi &L
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INTRODUCTION

The purpose of this Manual is to promote the use of standard forms and 
practices in order to facilitate solution of the problems arising in the handling of 
proxy solicitations, create better financial public relations, and realize a maxi 
mum representation of shares in brokers' names at meetings of stockholders.

This Manual has been prepared as a joint report by the American Society 
of Corporate Secretaries, Inc., The American Stock Exchange, The National 
Association of Securities Dealers, Inc., The New York Stock Exchange, Inc., 
and the Securities Industry Association.

I PUBLICITY

Immediate newspaper publicity should be given to the calling of a meeting 
of stockholders for the purpose of acting upon any matter affecting in any way the 
rights or privileges of stockholders or any other matter not of routine nature. 
Such publicity should, of course, describe the matter to be acted upon. It is 
recommended that a minimum of thirty days be allowed between the record date 
and the meeting date so as to give ample time for the solicitation of proxies.

II NOTICE TO EXCHANGES OR NASD

The Exchanges or the NASD thould be given prompt notice, in writing, of 
the calling of any meeting of stockholders. Such notice should be received by 
the Exchanges or the NASD not later than the, tenth calendar day prior to the date 
of record (or the closing of the transfer books) for determination of stockholders 
entitled to vote at the meeting. Such notice should indicate the date of the meet 
ing, the date of record for determination of stockholders entitled to vote, and 
describe the matters to be voted upon at the meeting.

If the transfer books are to be closed in lieu of the taking of a record of 
stockholders, the notice shall state the date of reopening of the books as well as 
the date of their closing.

HI NOTIFICATION TO BROKERS

The standard forms recommended in this Manual have been designed to -- 

A. Be readily recognized as proxy soliciting material

B. Be easily understood by proxy departments of brokerage 
firms

"RECOGNITION" of material relating to proxy solicitation is important. 
Thus, it is urged that the color BLUE be used for all suxfefcsted forma. The 
use of standard forms will insure that proxy material will be processed more 
expeditious ly.
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IV RECORD DATE

Brokers should be notified of meetings as far in advance of the record date 
as possible. Ten days should be deemed an absolute minimum, although longer 
notice is desirable. (Notifying the brokers of a record date does not relieve 
the corporations of any responsibility they may have for also notifying the respec 
tive Exchanges or the NASD.)

Brokers should be notified of this record date by the use of a search form 
which also serves to provide a method fir brokerage firms to order proxy 
material and annual reports. {See F'-V. _t A & B)

DESCRIPTION OF SEARCH FORM

It is recommended that corporations use a blue double postal card approxi 
mately 6 1/2" x 8 1/2" for each half. The oversized card lends itself to in 
stant identification as proxy material. The double card should meet the needs of 
most corporations and brokers in connection with ordering proxy material c-nd in 
advising brokers about the timetable. The information thus received will enable 
delivery of proxy soliciting material to brokers in adequate time. Of course, the 
wording of the suggested forms will not fit all situations. For example, some 
corporations may have nonvoting stock, whereas others will have all classes of 
stock entitled to vote. Similarly, in some cases, a bank or proxy soliciting firm 
will furnish the proxy material, whereas in others, the Secretary's office or the 
printer may do so. The wording has been drafted to cover most cases but ob 
viously may need revision in order to meet a specific situation, e.g., if a corpor 
ation plans a second mailing, it should be so stated, together with the proposed 
date of mailing.

Under "Delivery of Material to Brokers", please show under "Scheduled 
Date" your best estimate of the dates yr xpect to deliver the material. In order 
to comply with Securities and Exchange C-jmmission and the Exchanges' rules, it 
is necessary for the corporation to furnish to the broker, for distribution to 
clients who are beneficial owners, all of the proxy material that the corporation 
is sending to stockholders, including the proxy and annual report. The columns 
headed "Date Received" and "Date Mailed" are for the use of the brokers.

The information to be shown under "Shares Entitled to Vote" is to be 
furnished by the corporation, following the record date.

Mailing instructions must be complete. Brokers must know whether the 
annual report is to be mailed with the proxy material or whether it is to be 
mailed separately; also how the annual report and the proxy material are to be 
mailed (First Class or Third Class). Also, fnr.nsh as much advance information 
as possible about "follow-up mailings".

THE NAME AND PHONE NUMBER OF AN INDIVIDUAL DESIGNATED BY 
THE CORPORATION MUST BE LISTED FOR INQUIRIES CONCERNING REQUESTS 
FOR ADDITIONAL PROXY MATERIAL, ANNUAL REPORTS, ETC. THIS INFOR 
MATION IS ESSENTIAL. WHERE A CORPORATION USES THE FACILITIES OF 
A BANK FOR SOLICITING PROXY MATERIAL, THE CORPORATION MUST 
FURNISH ON THE "SEARCH CARD" THE NAME AND TELEPHONE NUMBER OF 
THE INDIVIDUAL AT THE BANK IN CHARGE OF THE SOLICITATION OF 
PROXIES.

58-527 O - 75 - 27
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(EXHIBIT A)

(Name of Company)

TV,, ^™~,,i™ Shwes Entitles to Vote Date of
Record date ............................................................ ^^
i^ucauun................................................................. Stock Brokg Cede t Co.

Delivery of Material to Brokers .................. .................. ..................
FOR BROKER'S USE .................. .................. ..................

Scheduled Date Date .................. .................. ...........
Date Received Mailed .................. .................. ..................

Envelopes (9x12) 
Annual reports .... 
Proxy material.....

Mailing Instructions 

Initial Mailing Follow-up Mailing

Domestic 
owners

Foreign 
own TS

Addresses:
For return of signed proxies ................................................................................................
For telegraphic proxies........................................................................................................
For information about your order, call................................... at.........................................

(Name) (Phone No.)

Please mail all material upon receipt in accordance with the above instructions. You wil! be 
reimbursed at the rate of..... 4 per set, plus postage, with a minimum of $3.00, including 

'£, in accordance with the rules of the New York Stock Exchange.

Number of sets reodireH .............................. Date requested ..........................

PLEASE COMPLETE THE ATTACHED CARD AND MAIL IT WITHOUT DELAY
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(EXHIBIT B)

(Date)

(Name and address of Company) 

Attention:

Please furnish the following material for use in connection with your company's 
next meeting of stockholders:

1. .......................... Annual reports

2. .......................... Notice of Meeting and Proxy Statement

3. .......................... Proxies

Class of Stock

................... 9 x 12 plain envelopes;

................... Postage paid envelopes for return of signed proxies io company.

(Please cross out material not needed.) 

Please send the above material to the following:

(Firm Name)

Attention: .......................................... Room No. .

(Name of Proxy Dept. Mgr.) (Phone No.)

NOTE: Broker-client solicitation letter is to be furnished by broker.

The reverse of this card is to be pre-addressed to the corporation, transfer agent, or its proxy solicitor.
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Some corporations do not accept telegraphic proxies. If so, please indicate. 
However, if they are acceptable, list the proper address for their receipt.

Further, if the voting of foreign holdings may be of importance to a corpora 
tion, the corporation should give consideration to making a statement to brokers 
as to how the material should be sent to foreign holders, such as by airmail or 
regular mail.

The other part of the double card would be for the use of the broker to in 
dicate its soliciting requirements. (Brokers have expressed concern that during 
a busy proxy season clerical omissions may occur. Therefore, particularly 
wher. important blocks of stock are involved, it may be advisable to maintain a 
procedure whereby a telephone call is made at or about the record date to any 
broker from whom a response has not then been received, to make absolutely sure 
of his requirements.)

V NOTIFYING BROKERS OF SHARES OF RECORD

As soon as the record has been taken and stockholder accounts are posted, 
it is important to send each broker a notice (Exhibit C) of the number of shares 
registered in its name at the close of business on the record date. Thie assists 
the broker in checking its records because stock may be out on loan or assigned 
to another firm. By knowing how many shares of stock are registered in its 
name, the broker can make a more accurate tally and give a maximum vote.

VI DELIVERY OF MATERIAL TO BROKERS

Packages of annual reports, proxy statements, proxies, etc. should be 
plainly labeled to indicate they contain proxy material and are for inside delivery. 
In addition, the label should show the name of the corporation and the meeting date. 
This will assist the broker in locating material and alert the broker to the time 
available for soliciting.

Proxy material should not be assembled prior to distribution to the broker. 
Envelopes should be the right size to hold the proxy soliciting material to be sent 
the brokers' clients.

It is very important, to facilitate prompt handling by brokers, that delivery 
of annual reports and proxy soliciting material to brokers occur on the same day, 
and the supplementary or additional material and follow-up material should be 
identified as such.

The suggested form of label is set forth as Exhibit D. The color should be 
blue. The preferred minimum size is 5 - 3/8" x 6 - 3/8".

Soliciting material should be delivered to brokers as early as possible to 
ensure its mailing to clients at the same time the corporation makes its direct 
mailing to stockholders. It cannot be too strongly stressed that the timely de 
livery of proxy soliciting material to brokers is of prime importance.
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(EXHIBIT C)

(Nune of Computy)

(Nunt tad Addi<M of Broker)

Attention: ....................................... .................

The foDowinc Information ii a* of th« record date for the next meetlnt of ttock- 
hokUnof thUCompany:

Shim bnUtted to Vote
ClM> of In Nun* of In Nun* of 
Stock Broker Cod* * Co.

« record thlj Information on the card heretofore hunl*b«d you by thle Com-

(EXHIBIT D)

[Norn, of SolltMnj Corporation!.........................
Strait...............................................
CHy. ........................... Stoto ...... Zip Cod* .

ftCTURH POVTAOK GUARANTIED

TO:
ADDMCMII:

CONTENTS
PROXY 

MATERIAL

NOTKTO 
TnuCKtK:

INSIDE 
DELIVERY

DATES RELATING TO iNon,. of soliciting conwoHwi ANNUAL MEETING
RECORD DATE .................................................. [Month, Date]
ANNUAL MEETING DATE ................................ [Month, Date)
PROXY MATERIAL MAILING COMMENCING [Month, Date]
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VII BILLING PROCEDURES

Invoices from brokers must set forth individually the number of sets of 
pioxy soliciting material forwarded by the broker to its clients, the service fee 
incident thereto, the postage expense, and total charge. Also, the name of the 
brokerage firm and its membership, i.e., AMEX, NYSE, NASD, -tc. must be 
set forth on the bill itself (See Exhibit E). It is recommended that bills from 
brokers not be paid until these items of information are specifically furnished.

The following are the rates of reimbursement of member organizations for 
all out-of-pocke*: expenses, including reasonable clerical expenses, incurred in 
connection with proxy solicitations pursuant to Rule 451 of the New York Stock 
Exchange and in mailing interim reports or other material pursuant to Rule 465:

40 <f for each set of proxy material, plus postage, 
with a minimum of $3.00 for all sets mailed;

10 1 for each copy, plus postage, for interim re 
ports or other material, with no minimum.

The Board of Directors of the New York Stock Exchange approved on 
December 6, 1973, an increase in the rates for reimbursement of member 
organizations as follows:

50 £ for each set of proxy material for those
meetings that do not include a proposal which 
requires beneficial owner instructions, plus 
postage, with a minimum of $3.00 for all sets 
mailed;

60£ for each set of proxy material for those meet 
ings which include proposal requiring beneficial 
owner instructions, plus postage, with a mini 
mum of $3.00 for all sets mailed;

10£ for each copy, plus postage, for interim re 
ports or other material with no minimum.

The American Stock Exchange and the National Association of Security 
Dealers, Inc. have similarly adopted the revised rates of reimbursement.

THE ABOVE INCREASE IS PENDING BEFORE THE COST OF LIVING 
COUNCIL AND YOU" SHALL BE ADVISED WHEN AN EFFECTIVE DATE IS 
ANNOUNCED.



407

(EXHIBIT E)

BILL FORM

TO: 
FROM: (Brokence (Corpontion) Firm) DATS:

Exp*OM Incurred to connection 
with mtlllai ot followlDi 
m*t«ri*li

ANNUAL REPORT 
PROXY SOLICITING 

MATERIAL

POST MEETING REPORT 
STOCKHOLDER LETTER 
OTHER:

No. S«U
Mail*d

Scrrtct 
Fw

Po*u«
Eipcnje

Total 
Ch*rft*

FOR CORPORATION 
RECORDS 

DATE PAID 
CHECK NO

vm DEPOSITORY TRUST COMPANY (Cede 8t Co.)

In order for Depository Trust Company to provide maximum services as 
registered owner without unnecessarily destroying the communication link 
between the issuer and the beneficial owner. Depository Trust Company will 
very shortly alter its present procedures.

These procedures will provide that as DTC becomes aware of a record date 
for a stockholder's meeting, they will send to the corporation an order form 
through which DTC will request a number of proxy voting forms and a small num 
ber of proxy statements and annual reports.

On the day following the record date DTC will transmit to the corporation 
a listing of member organizations and their position in that particular stock. 
They will also request the corporation to contact these member organizations 
directly with respect to the voting of these shares.

Upon receipt of the proxy forms from the corporation, DTC will sign the 
proxy form "Cede & Co." (nominee for DTC) and transmit an amount, depending 
on the level of the record date position maintained, to the member organization. 
The member will solicit votes from the beneficial owner, tally them and complete 
the signed proxy instructions. As the instructions are completed, the member 
organization will forward these to the corporation or the corporation's agent for 
inclusion in the general vote.
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MISCELLANEOUS

1. To assist brokers and their clients in analyzing proposals and voting, the 
numbering of the proposals in the notice of meeting, proxy statement, and on the 
proxy must be coordinated by number or other designation. For example, if a 
proposal is numbered "1" in the notice of meeting and proxy statement, then it is 
important that the same proposal be numbered "1" on the proxy form; and similarly 
where a proposal is designated as "A", "B", etc.

3. As a part of normal brokerage transactions, stock is often delivered back and 
forth between stock exchange firms without having the change of ownership recorded 
on stock transfer books. A request by the Exchanges that members transfer such 
shares into their own names prior to the record date may make proxy solicitation 
more effective. (For further information consult with the respective Exchanges.)

4. On request, the Exchanges will advise the corporation whether a particular 
matter appears to be "controversial" within the meaning of their rules concerning 
voting of stock by members. (For a detailed explanation of the procedure, consult 
the appropriate section of the "Company Guide" of The American Stock Exchange 
and the "Company Manual" for The New York Stock Exchange.) To obtain early 
consideration, it is suggested that a copy of the proxy material in preliminary 
form be submitted to the Exchanges for review. Any proxy statement with a pro- 
posal(s) oJier than the election of directors and selection of auditors should be 
sent to the Exchanges in preliminary form.

5. When a broker may vote without instructions under the Exchanges' rules, it 
may give a proxy at its discretion no earlier than ten days before the meeting 
provided the proxy soliciting material is mailed to beneficial owners at least 1? 
days before the meeting. Corporations should keep these instructions in mind to 
forestall needlessly contacting brokers before they legally can execute the firm's 
proxy.

6. Upon receipt of definitive proxy material, the Exchanges show an appropriate 
symbol in their "Meetings Section" of their Weekly Bulletin to guide members in 
the voting of proxies. Prompt delivery to the Exchanges of the definitive proxy 
material will permit publication of this information in time to be of most benefit 
to Exchange members.

7. Payment of bills from brokers should be made as promptly as possible and 
should be accomplished withui 90 days following receipt.
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In Conclusion

Those responsible for drafting this Manual have leaned heavily on the experi 
ence and practice of those brokers and corporations whose procedures have ap 
peared to work satisfactorily. In some

American Society of Corporate Secretaries, Inc. 
One Rockefeller Plaza - New York, N.Y. 10020

The American Stock Exchange, Inc. 
86 Trinity Place - New York, N.Y. 10006

The National Association of Securities Dealers, Inc. 
Two Broadway - New York, N.Y. 10004

The New York Stock Exchange, Inc.
3! Wall Street - New York, N.Y. 10005

Securities Industry Association 
•iO Broad St. - New York, N.Y. 10005
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ADDENDUM

MANUAL FOR PROXY SOLICITATION 

OF STOCK IN BROKERS' NAMES 

Prepared as a joint report of

American Society of Corporate Secretaries, Inc.
American Stock Exchange

National Association of Security Dealers, Inc. 
New York Stock Exchange, Inc. 
Securities Industry Association

This is an addendum to the booklet titled "Manual for Proxy Solicitation of 
Stock in Brokers' Names" which was prepared as a joint report by the above 
groups and released in January 1974. As the procedures of Depository 
Trust Company have been altered since this booklet was published, there 
follows an update of the present procedures of Depository Trust Company 
(Page 9 - Section VIII of Booklet).

DEPOSITORY TRUST COMPANY (Cede «c Co. )

In a continuing effort to improve proxy solicitation. Depository Trust Company 
has devised a new Omnibus Proxy procedure. This procedure will remove 
the Depository completely from the communication link between issuer and 
Depository Participant. In essence, the new procedure entails the reassign 
ment of Cede voting righto to its Participants through the execution of an 
"Omnibus Proxy" which is mailed to the issuing company.

Briefly stated, as of the record date for a stockholders' meeting DTC will 
produce a Dividend/Proxy Take-Off listing which identifies the Participants 
to the accounts of which shares are credited and designates the number 
of shares credited to each account. The listing is machine-printed and 
attached to an Omnibus Proxy which assigns the voting rights to the 
Participant's name thereon for the amounts shown, and authorizes these 
Participants to vote the issues in their firm or corporate name. In 
addition, each Participant having shares of the relevant security credited 
to its account receives a Proxy Record Date Notice advising it of the 
delivery of the Omnibus Proxy and listing to the issuer and the number 
of shares it is entitled to vote. Thus, the Participants named on the 
listing may obtain proxy cards, appropriately complete and execute them 
and return them directly to the issuer.

In the event that subsequent adjustments are necessary in order to 
accurately reflect a Participant's position a corrected Omnibus Proxy 
and listing will be produced and forwarded to the issuer. Each 
Participant whose account is affected by such adjustment is advised of its 
new record date position by means of a corrected Proxy Record Date 
Notice. Identical procedures will be followed in the event of adjournments 
which result In a new record date.

The complete Omnibus Proxy procedure is described in detail in a release 
sent to all corporations by DTC last October 14.

BEST COPf
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ADDENDUM 

MANUAL FOR PROXY SOLICITATION

OP STOCK, IN BROKERS • NAMES 

Prepared as a joint report of

American Society of Corporate Secretaries, Inc.
American Stock Exchange 

National Association of Security Dealers, Inc.
New York Stock Exchange t Inc. 

Securities Industry Association

This is an addendum to the booklet titled "Manual for Proxy Solicitation of Stock 
ir. Brokers' Names" which was prepared as a joint report by the above groups and 
released in January 197^.

In this booklet, under the title "BILLING PROCEDURES" (Page 8 - Section VII) 
there is listed a set of rates of reimbursement which the Board of Directors of 
the New York Stock Exchange approved on December 6, 1973, subject to Cost of 
Living Council exemption. A recently announced exemption by the Cost of Living 
Council now permits utilization of these new rates. They will be effective with 
respect to proxy soliciting services performed after March 31, 1974i

504 for each set of proxy material for those meetings 
that do not include a proposal which requires 
beneficial owner instructions, plus postage, with 
a mininum of $3*00 for all sets mailed)

604 for each set of proxy material for those meetings 
which include a proposal requiring beneficial owner 
instructions, plus postage, with a minimum of 
$3.00 for all sets mailed!

lot for each copy, plus postage, for interim reports 
or other material, with no minimum

The American Stock Exchange, and the National Association of Security Dealers, Inc. 
have similarly adopted the revised rates of reimbursement.

Member organizations are required to mail out such material as provided by the 
Rules when satisfactory assurance is received of reimbursement of expenses at such 
rates] provided, however, that a member organization may request reimbursement of 
expenses at lower rates than those mentioned above or, if agreed to by the person 
soliciting proxies or the company at higher rates. Follow up mailings shall be at 
the rate of log per set. A charge for envelopes may be made only if envelopes are 
not furnished by the person soliciting proxies or distributing material. The 60g 
rate will apply for proxy material covering those meetings which include one or 
more proposals requiring beneficial owner instructions.

(e/
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KXHIRTT R

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549

SECURITIES EXCHANGE ACT OF 1934 
Release No. 11243/February 13, 1975

TIMELY DISSEMINATION OF PROXY MATERIAL AND OTHER ISSUER COMMUNICATIONS 
TO BENEFICIAL OWNERS

The Securities and Exchange Commission aruiounced today that, in view of the 
fact that the 1975 proxy solicitation season is rapidly approaching, the Commission wishes 
to re-emphasize its concern that proxy materials and other issuer communications reach 
beneficial owners in a timely manner.

This matter was one of the subjects of the recent Public Fact-Finding Investigation 
In the Matter of Beneficial Ownership, Takeovers and Acquisitions by Foreign and Domestic 
Persons held by the Commission. The Commission's staff is continuing its consideration of 
the views and opinions received during that hearing.

The process of communication between issuers and beneficial owners is one which 
requires close cooperation among issuers, transfer agents, soliciting agents, and brokers, 
banks and other securities recordholders such as securities depositones.

The Commission notes that certain of the self-regal; tory organizations have recently 
increased their efforts to improve tlu's cooperation and, thereby, the communications between 
issuers and beneficial owners.

Self-regulatory organizations (i.e., securities exchanges and the National Association 
of Securities Dealers, Inc.) have rules requiring their members to forward proxy materials, 
annual reports, and other materials to beneficial owners for whom such members hold securities 
in a name other than the beneficial owner such as in "street" or "nominee" name.

The Commission wishes to remind broker-dealers of their obligations to comply with 
such applicable self-regulatory requirements in order to facilitate the timely flow of com 
munications between issuers and beneficial shareholders. The Commission has recently 
adopted rules placing greater responsibilities upon issuers to forward certain materials to 
recordholdcrs for transmission to beneficial owners. See Securities Exchange Act Release 
No. 11079 (October 31, J974).

The Commission believes it would be helpful for issuers, brokers, banks, proxy 
soliciting agents and Die public Lo report U> the Commission or to the appropriate securities 
exchange or to the National Association of Securities Dealers, Inc. (with a copy to the Com 
mission) and specific problems which arc encountered in the issuer-sliarcowncr communications 
process, including specific instances where participants in the process appear to impede the 
timely flow of such material, and any complaint which an issuer or broker received from a 
beneficial owner.

BEST
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Such reports should contain all availabl' -eliwant information, including the 
Identity of the beneficial ov.-ner, broker and i r, aid all the known dates upon wliich 
these and any other persons requested, sent received material.

Communications sent to the Commission on this subject may be addressed to 
Mr. Lee A. Pickard, Director, Division of Market Regulation, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, D. C. 20549. All communications 
forwarding such material should bear the File No. S7-55?- and will be available for public 
Inspection.

By the Commission.

George A. Fitzsimmons 
Secretary

CCFY nVriiudu:


